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Post-War Profits 


in PLASTICS? 


What active stocks 
offer best prospects ? 


EMANDS of war are forcing 

rapid development of new 
plastic products. Many of these, as 
yet unknown to the public, have 
great potential value for peace-time 
use. Investors recognize that the big 
profits exist in this field. Which 
stocks have the most attractive 
growth prospects? 


8 Leading Stocks 


Current UNITED OPINION Bulle- 
tin analyzes the outlook for the 
Plastic Industry and lists the stocks 
that appear to offer the best invest- 
ment opportunities. For a compli- 
mentary copy of this timely Report— 
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To Every American 


A Statement by BENDIX AVIATION CORPORATION 


You, AS AN AMERICAN TAXPAYER, have a stake in the cost of this war. 
As a taxpayer, you are a customer of the thousands of American factories—large and 
small—which are producing war materials to equip our fighting men. 


As a customer, you are interested in three things: Quality, Deliveries and Prices. 
On these three points Bendix Aviation Corporation submits the following report: 


QUALITY 
The quality of Bendix engineering and manufacturing is in- 
dicated by the extent to which the armed services turn to 
Bendix for more and more precision equipment. 
To equip fully a modern bomber more than 150 different 
devices manufactured by Bendix are needed. 


Hundreds of other Bendix devices, instruments and controls 
are needed for tanks, jeeps, armored cars, transport vehicles, 
ships and other military and naval equipment. 

That such Bendix equipment—“Stromberg” aircraft carbu- 
retors, “Pioneer” instruments and navigation systems, 
“Scintilla” magnetos, “Bendix” radio transmitters, receivers 
and compasses, “Friez” weather instruments, and “Eclipse” 
aviation starters and generators —is worthy of the leadership 
and courage of the men of the United Nations is being daily 
proved on every battle front. 

More than one-third of Bendix production in 1942 was in 
new devices not even on the market in 1938 — devices 
developed in our own research laboratories in cooperation 
with the U. S. Army and Navy. 


* 


DELIVERIES 


During the year 1942 our 2,500 engineers and our tens of 
thousands of men and women production: workers increased 
Bendix war production to 20 times that of pre-war levels. 
Six major divisions of the Bendix Aviation Corporation have 
received the Army-Navy “E” Award for outstanding records 
in war production. 


PRICES 


We reduced prices beginning as early as February last year, 
and as a result, at September 30, 1942, price reductions ag- 
gregated $123,000,000 on products covered by contracts in 
effect at the beginning of our fiscal year and entered into dur- 
ing the year. 


The greatly increased volume enabled us to improve efficiency 
of operations and to reduce profit margins; and, on the basis 
of the full year’s operations, made it possible to return to the 
Government $65,400,000 in renegotiating the year’s war con- 
tracts. And, in addition, Bendix will pay taxes amounting to 
$47,019,270.03. 


* 


Because we believe that you, as an American making your own personal contribution to the winning of 
this war, also have an interest in the contributions being made by such American companies as Bendix 
Aviation Corporation, we present the following simplified summary of how the income we received in our 


1942 fiscal year was distributed: 


We received from the sale of our products and other operating income . 


We received from investments and from other sources 
Which gave us a total income for the year, of 


Of this amount we paid out, or are obligated to pay out: 


For materials and supplies, including purchases from sub-contractors 


For payrolls to our employees ° 
For taxes and refunds to U. S. Government 


. 


$459,169,026.55 
558,654.94 
$459,727,681.49 100% 
PERCENTAGE 
OF TOTAL 
YEAR'S INCOME 
$185,199,243.00 40.3% 
127,459,765.00 27.7% 
111,067,067.12 24.2% 





For maintenance of plants, machinery and equip , rentals, 
costs, income set aside to replace worn-out facilities, 


contingency reserves . . . . . 2 ee 
For dividends to our stockholders a as 
This left a balance, which has been reinvested in the b 


and to provide operating and 





* 


phone, power, administrative 


23,537,410.19 5.1% 
8,450,801 .64 1.8% 
4,013,394.54 9/10 of 1% 


* 


We know that even greater responsibilities rest upon our organization in 1943. 

Those who are in a position to chart military strategy have made it clear that what America’s factories 
produce in 1943, may well determine the hour of victory over our enemies. 

Every Bendix worker, every engineer, and every member of the supervisory organization has accepted 


this challenge. 


Each will carry a heavier load through the months to come, but it is being carried with enthusiasm and 


a deep dedication to the cause for which all Americans are fighting. 


BENDIX AVIATION CORPORATION 


2 ee 


President 
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| The Trend 


OUR POST-WAR PLAN ... The President has sent 
to Congress two bulky reports by the National Re- 
sources Planning Board on expanded Social Secur- 
ity and on a proposed program of dynamic expan- 
sion largely under the direction and controlling 
initiative of the Government. 
_ The immediate reaction in Congress ranged from 
“nothing short of magnificent” by New Dealers to 
“outright socialism” and “fantastic bureaucratic 
nonsense” in the view of opponents. This publica- 
tion’s reaction is a temporate one. In the first place 
the reports are not in any real sense a blueprint for 
action, but just a starting basis for discussion. In 
the second place, the debate—through all the forums 
of democracy—will not lead to action until after the 
war in all probability, and may figure conspicuously 
in the 1944 Presidential election campaign. 
So heated denunciation or enthusiastic praise both 
seem to us incongruous at this distance. We pro- 
_ Pose, in our next issue, to examine the proposals very 
carefully in a feature article. No editorial can begin 
“to do so. Meanwhile, it seems to us a good thing 
~ that the issue of our long range social and economic 
be: 
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of Events 


policies has been presented, because the issue itself 
can not be dodged—however people may disagree 
on methods—and it is better to start thinking about 
it now than to wait until after the war. 

Only one thing is beyond dispute. Our people 
want and demand greater economic security, and an 
economic system which is both highly productive 
and free of periodic crashes. They are more inter- 
ested in this economic new deal than in the political 
New Deal. We suggest that the Republican Party 
and the anti-New Deal Democrats take this fact to 
heart. Denouncing Roosevelt and the Resources 
Planning Board is not enough. 





DRAFTED WEALTH .. . In opposing compulsory 
selective service for civilians, spokesmen for organ- 
ized labor continue to argue that this would not be 
fair as long as wealth is not also drafted. While we 
have our doubts as to the wisdom or workability of 
drafting labor, it is worth while to point out for 
the record that “wealth” is already subject to a very 
extensive degree of compulsory regimentation. 
Industry is wealth—both as capital and produc- 
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tion. In fact, industry’s means of production repre- 
sent our most essential wealth both in war and peace. 
Is this wealth free today? Take a look: 

The Government can place mandatory orders; 
commandeer any plant it deems essential to the war 
effort; and fix prices to be paid for the products 
made. It controls the flow of raw materials to the 
plants, both directly and through priorities on trans- 
portation; it sets hours of work and wage scales; it 
can close any plant or cut its production, by denot- 
ing such production as unessential. It dominates the 
capital market and fixes the going wage—the inter- 
est rate—of capital. Finally, it taxes corporate 
profits up to 90 per cent for excess earnings; and 
taxes the income of the wealthy individual up to a 
top bracket of 85 per cent. 

So wealth is free from the draft, is it? 


LEND-LEASE . .. The Stettinius report on the prog- 
ress of our lend-lease program is indeed an inspiring 
one. To supply so much to our allies, while simul- 
taneously building up our own vast forces, is a re- 
markable accomplishment. Through Feb. 28 the 
dollar total of this aid amounted to $9,632,000,000, 
of which $4,430,000,000 went to the United King- 
dom, $1,825,000,000 to Russia; and the rest to the 
Mid-East and Africa, India, Australia and China. 
Through lend-lease or in fulfillment of direct pur- 
chase contracts, during the last year we shipped to 
countries deemed essential to the defense of the 
United States 30 out of every 100 bombers pro- 
duced, 38 out of every 100 fighter planes pro- 
duced, 28 out of every 100 light tanks produced, 
and 33 out of every 100 medium tanks produced. In 
a word, lend-lease is now going to town—but let’s 
not continue the silly business of calling it either a 
contribution or an aid. Tanks and airplanes and 
guns supplied to our fighting allies are no more a 
“contribution” than the same weapons are when 
they are supplied to our own soldiers. The common 
purpose of the United Nations is to kill Germans. 


TIME MARCHES ON ... It is almost startling to 
look back at the newspapers of a year ago—startling 
because it brings home, as nothing else can, how 
radically the war situation has changed in our favor 
in this relatively short time; and what giant strides 
we have made in production of war goods. 

A year ago in March the Japs were completing 
their conquest of the Dutch East Indies, moving on 
New Guinea, sending naval squadrons toward the 
Solomons; Allied forces in Burma were in disastrous 
retreat; frantic efforts were being made to strength- 
en the defense of India and Australia; Bataan had 
not yet fallen and MacArthur was still directing its 
heroic defense; in Russia the Red Army’s first win- 
ter counter-offensive had begun to bog down after 
limited success; in Africa the desert war was in a 
stalemate, to be broken before long by Rommel’s 
great push deep into Egypt; American ships, with- 


out adequate escort, were being sunk close to our 
shores like sitting ducks by German subs. 

On the home front things also seemed grim. The 
Treasury had made tax demands considered “stag. 
gering” at the time; the stock market was making 
new lows since 1938; Donald Nelson was making 4 
drive to increase war production 25 per cent; there 
was plenty for civilians but not enough of anything 
for war--especially not enough of plants and ma. 
chine tools. 

The difference in the war picture today needs no 
comment. As for the home front, perhaps the trans- 
formation is best typified by the fact that long ago 
we started to trim down on new war plant projects 
and to stop fretting about machine tools, while to- 
day our biggest supply difficulties are materials and 
manpower. It is because we have gone so far that 
these two shortages are increasingly emphasized, 
They reflect strength rather than weakness. 


STOCK DIVIDENDS ... The recent decision of the 
Supreme Court holding that stock dividends are 
immune from income taxes in effect merely re- 
affirms a 1920 decision by the Court which held that 
dividends in stock identical with that already held 
by the recipient did not constitute taxable income 
within the meaning of the 16th (or income tax) 
amendment to the Constitution. 

Specifically, the Court in the recent instance re- 
jected the argument that the law, as interpreted in 
1920, had been changed by the tax legislation of | 
1936. In short, all question about the taxability of | 
stock dividends is now removed unless and _ until / 
Congress by law makes them taxable. In view of the 
character and temper of the present Congress, there 
does not seem to be much chance of that. 

The view of the dissenting Justices—Douglas. 
Black and Murphy—is a curious one. They say 
stock dividends should be taxable because “repre- 
senting profit, they certainly are income in the 
popular sense.” But the popular sense in this 1- 
stance doesn’t happen to make sense. A stock divi 
dend is not a payment out of either capital or 
profits but merely represents a change in capitaliza- 
tion under which total assets are unaffected. The 
shareholders total equity in the corporation—a dif- 
ferent thing from book value per share—is made 
neither more nor less by a stock dividend. 

It may well be that the now clear-cut tax status 
of stock dividends—together with a rising market 
and a continuing heavy need by corporations to re 
tain cash income—will encourage more stock div- 
dends and more stock split-ups. 





THE MARKET PROSPECT .. . Our most recent in 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 622. The 
counsel embodied in the feature should be considered | 

in connection with all investment suggestions, else |_ 
where in this issue. Monday, March 15, 1943.— 
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As g See gL! BY CHARLES BENEDICT 


HOPE OF ACCORD NOW EVIDENT 


= statements of Admiral Standley and Vice- 
President Wallace have gone a long way toward 
clarifying relations between the United States and 
Soviet Russia. The deft handling of this delicate 
situation will serve considerably toward easing the 
concern regarding post-war possibilities, which the 
repercussions of Stalin’s hard and fast pronounce- 
ments did much to endanger. 

There is an old proverb which says, “Speech is 
silver—silence is golden.” This applies particularly 
to the Stalin of a few weeks ago. Carried away with 
his successes he spoke out of turn, and so ungra- 
ciously, that he jeopardized his relations with the 
Allies, at the same time frightening the neutral coun- 
tries into believing that he intended to swallow up 
all of Europe. His declaration had the effect of 
upsetting the carefully nurtured diplomatic efforts 
of the United States, helping Hitler’s cause in Spain 
and elsewhere. The Nazis took advantage of the 
situation to start an early offensive against Russia 
which added greatly to Stalin’s 
discomfiture at this juncture. 

If the results, as now seems 
evident, lead to greater under- 
standing between Russia, the 
United States, Britain and 
China, it would be well worth the 
price, for up to now Allied ei- 
forts have been greatly hamp- 
ered by Stalin’s lack of coopera- ait int 
tion and continuing distrust, Ss 
despite every effort on the part 
of the United Nations to bring 
about greater coordination and 
harmony. 

The political squabblings 
which have delayed and hamp- 
pered the United Nations’ mili- 
tary efforts, as it has turned out, 
have hit Stalin’s plans with equal 
force since they allowed the Ger- 
mans sufficient time to prepare 
and to launch their offensive 
against Kharkov, and retake 
that key city which the Russians 
had so jubilantly reclaimed only 
as recently as February 19th. 
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This working at cross purposes was entirely unnec- 
essary, as there has always been a realistic under- 
standing of Russia’s position and her needs. How- 
ever, it provided neither a sound basis nor a good 
reason for permitting Stalin to run the show and 
endanger the plans for re-establishing Europe on 
sound democratic lines. 

General Giraud’s radio address was another step 
toward peace. And judging from the militant re- 
sponse from the DeGaulle headquarters in London, 
there is much still to be done before those seeking 
to control France after the war will forget their 
personal ambitions and unite to serve their country 
first. This matter is evidently on the addenda for 
settlement in the conferences now going on in Wash- 
ington. 

Mr. Eden’s visit signals an attempt to arrive at 
a practical solution of the political and ideological 
problems of the situation confronting the United 
Nations in Europe and (Please turn to page 666) 











Sorfoto 


Baku, oil capital of the Caucasus, has evidently not yet been given up as 


an ultimate German objective. 
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The Wisest Market Policy Now 





The bull market has now received a semi-official blessing 


as "healthy". We agree it is very healthy as concerns 


the major trend, although on a near-term basis the 


cons seem at least to match the pros, as detailed below. 


=i hs Fs 


Summary of the Fortnight: On volume of over 
17,000,000 shares only fractional gains were made 
by the Dow-Jones industrial average and by our in- 
dexes of better quality stocks. Against this the more 
speculative sections of the market continued to show 
remarkable strength, our index of 100 lowest-price 
issues rising 4.74 points or by approximately 7.5 
per cent. 


Ax unusually wide divergence has developed be- 
tween the action of the Dow-Jones industrial average 
and this publication’s weekly index of 273 stocks. 
On general principle, divergence of this kind—being 
exceptional in scope and duration—is something to 
be viewed with distrust, unless one can find con- 
vincing justification for it. 

What it really boils down to, however, is that the 
great majority of so-called “key stocks” are having 
difficulty getting anywhere. On the whole, the 
typical market “leaders” for some time have not been 
leading. As a result the Dow industrial average— 
also the New York Times average—has been quite 
sluggish since late February; and, indeed, for many 
weeks has tended to lag behind the more speculative 
sections of the market. 

Since the start of this year the Dow industrial 
average has advanced about 9 per cent, while over 
the same period our index of 273 stocks has ad- 
vanced about 36 per cent. But that still does not 
provide the real picture. Within this index of 273 
issues, the 100 lowest-price stocks have advanced 
this year to date over 54 per cent; while the 100 
highest-price stocks have advanced about 13 per 
cent. Apparently, the general rule in the present 
phase of the bull market is: the higher the invest- 
ment quality, the less the ability to advance. 

Thus, there has been a decided change in the 
character of the market as compared with the first 
phase of recovery from the lows of last April to the 
best levels of July. The low-price stocks made their 
bear market lows several weeks later than the higher- 
grade stocks; and tended to lag in the initial up- 
swing. For instance, on that first phase as marked 
by the mid-summer highs, our average of 15 high 
grade investment stocks went up about 13 per cent; 
100 highest-price stocks about 12 per cent; 100 
lowest-price stocks about 11 per cent. Incidentally, 
the average of 15 top quality stocks is considerably 
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MILLER 


more sluggish now than the Dow industrials, having 
advanced only a bit over 7 per cent this year to date, 
and being off a fraction over the past fortnight. 
With the demand centering so preponderantly on 
“secondary” and speculative stocks—though it is 
encouraging to note that the recent enthusiasm for 
extreme speculations selling at fractions to $2 a 
share has cooled off, to the tune of very wide per- 
centage reactions in quite a few of them—it is not 
surprising that our broad weekly index has now sur- 
passed all highs back to the autumn of 1938. At 74 
it is only 3.2 points under 1938 high of 77.2; while 
the Dow average is now 25.19 points under its best 
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level of 1938. 

On the other hand, it is axiomatic that when a bull 
market generates enough confidence to interest a 
widespread public demand, that demand will favor 
stocks of low or moderate price, against the “invest- 
ment quality” issues; and stocks that offer possibili- 
ties of sharp percentage rise will be the popular 
favorites. 

It continues to be predominantly a cash demand 
—even more so than in the bull market of 1935- 
1937. It is fed by high and rising public confidence 
in the longer term prospect and by a record-break- 
ing supply of money. It is encouraged by the rela- 
tive tax attraction of capital gains on assets held six 
months or longer, against income taxes on dividends 
or short-term gains. It has recently received some- 
thing of an official blessing, as a “healthy market,” 
from President Schram of the New York Stock Ex- 
change, following a conference with President 
Roosevelt. 

We do not feel that the market is becoming more 
immune to intermediate reactions—as will be dis- 
cussed with reference to present indications here- 
after—but so far as the major trend is concerned 
We repeat that we expect prices eventually much 
higher than now obtain; and we expect that, as 
usual, those buying for the pull will, on the whole, 
get more percentage gain even from present levels 
in well selected low-price and secondary stocks than 
in higher-grade equities. Bearing upon longer-term 
potentiality, it may be noted that the over-all “qual- 
ity” of the market, as compared with that at the big 
top in 1937, has not deteriorated as much as is sug- 
gested by shorter-range comparisons. Thus, at the 
close of last week, our index of 100 lowest-price 
stocks stood at 67.33; against 1937 high of 136.37; 
while index of 100 highest-price stocks was 59.97, 
against 1937 high of 107.97. The former repre- 
sented approximately 49 per cent of the 1937 high, 
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pact of less favorable 
war news on the Rus- 
sian front; has shown no significant dent resulting 
from payment of the heavy March 15 tax obliga- 
tions; and our over-all measures of supply and de- 
mand thus far show the latter still in the dominant 
position. 

On the other side certain indications look ques- 
tionable from a short term viewpoint, as follows: 

1. Abnormally heavy volume in rails in relation 
to volume in industrials. This is unusual and often 
has preceded corrective reaction. 

2. High ratio of total volume in the market, 
against small headway for most “key” stocks. This 
is an influential factor with many traders, especially 
those who apply Dow theory. 

3. The prominence of numerous “doggy” issues 
and the unusually large number of issues traded 
daily—both symptoms of “public” bullishness. 
Against this, latest figures show a further rise in 
the short interest. The latter may be basically 
“healthy” but the short-term view of the kind of 
people who take the short side has usually been more 
shrewd than that of the public. 

4. Though still a minority, more issues demon- 
strate vulnerability individually to selling pressure. 
A few are off quite sharply from this high; for in- 
stance American Can and United Fruit. 

5. The time element, after nearly eleven months 
of advance, is necessarily increasingly in favor of 
intermediate correction, such as frequently has de- 
veloped in March or April. 


Conclusion: Major trend is up and we think it has 
much further to go eventually. Though clear-cut 
evidence of an intermediate top has not yet de- 
veloped, we doubt that the rise can carry through 
April without a reaction sufficient to put the broad 
average below its level as of this writing—JMon- 
day, March 15. 
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=-ON CIVILIAN 


BY 


I. 1s obvious that in fighting a total war no nation 
can mobilize its maximum military strength without 
squeezing all the “fat” out of the civilian economy, 
because the vast needs of the armed services and of 
war production must have first call on manpower, 
materials and facilities. 

How can we define “fat” in the civilian economy 
as the word is used here? 

In a nutshell, civilian “fat” is anything that we 
can do without if (1) doing without it will aid the 
war effort and if (2) not doing without it will harm 
the war effort. Basically, it is just that simple. 

Yet we have done, and are doing, a lot of quib- 
bling about it. For instance, it is now being em- 
phasized that clothing is relatively plentiful, that 
heavy stocking up by civilians in fear of future 
shortage is not justified and that people should buy 
clothing only in “normal” volume. To a Russian 
or a German or an Englishman, it must sound very 
curious to urge people to buy clothing “only in 
normal volume.” 

Regardless of plentiful supplies, is it not obvious 
that civilian buying of anything in “normal volume” 
—if we can get along with less—must be in conflict 
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=ON YOUR LIVING STANDARD 
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CEYLON TEA 
MIXED TEA 


FLOWERY 
ORANGE PEKOE 

PINHEAD GUNPOWDER 

RUSSIAN WINE TEA 


GATES 


with the war effort? 

To begin with, the threat of a considerable intl 
tion in the cost of living is serious, and right now 
getting more so. Any consumer buying that is not 
really necessary is inflationary—adding just. that 
much fuel to the fire. There is no room for debate 
on this. In a total war effort the maximum possible 
amount of surplus consumer income must go into 
war savings bonds or taxes. As long as surplus 1 
come goes into purchase of unneeded clothing, we 
are not making an “all out” war effort; and onl 
kidding ourselves if we think so. 

And the monetary aspect of the example I have 
cited here is only part of the story. Since the re 
tailer has clothes for sale, you may ask: What harm 
is done if I buy a couple of spare suits and some 
extra shirts, especially since the Government official 


cally trying also to stock up for the future—jam 
ming the textile and clothing manufacturers with 
orders. As a result, all down the line and in m 


portant measure, labor, power and transport arty 
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say there is ample wool and cotton available? They 
answer is that, because of the consumer run ofp 
clothing, the retailers and the wholesalers are frantr 






















(in grams per week; 1 Ib. equals 450 grams) 


Bread & Meat 
COUNTRY Flour Cereals Potatoes Sugar Products Fats 
2,250 150 4,500 225 350 200 


Free Free Free 225 450(a) 225 
1,051 560 1,000 125 150 100 
1,925 60 930 125 200 100 
1,570 15 3,500 460 210 70 
Free Free Free 225 Free 225(c) 
2,320 250 Free 500 (d) 300 
1,750 335 Free 140 300 200 
560-1,050(e) (R) (R) 250(f) (R) 200 
























: (g) substitute only; (R) rationed but figure not known. 










i 1,575 grams. 
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Legal Food Rations for "Normal Consumer" in Various Countries 


") Notes: In some countries; especially German-occupied official amounts can not be had, but are 
> wgmented from black markets. Where figures are omitted, no information is available. 
proximate; (b) tea only, coffee not being specificially rationel; (c) butter only; (d) purchase re- 
ytricted; (e) ration varies inversely to income; (f) figure from 1941 and should be discounted; 


In the United States bread and cereals are free and will remain so; fresh vegetables are free and 
probably will not be rationed; many canned foods are rationed but comparative information for for- 
- countries is unavailable; sugar ration is about 530 grams and far higher than in most countries 
‘ ulated above; coffee ration of about 86 grams is also comparatively high; eggs are not rationed. 
) Probably consumption per capita of dairy products is 6,570 grams weekly; meant, poultry and fish 


by the end of this year. How can 
that leave enough labor for the 
farms and factories? 

a Now the opposition is reluct- 


Cheese Eggs Coffee = antly subsiding. It is accepted 
V ho . 
Ss 6 $5(b) that we are going to have 11,- 


10001 Nil : iil ate 
4 §s(g) 200,000 men in the services—and 


Bice rll,  #0'9~Ss that somehow (still only vaguely 
Free Free 30 defined) we will have to manage 
200 v2 60 ae 4 ° 

30 V2 ae the civilian economy on that basis. 


However, having accepted the 
basic and compelling reality, the 
wishful thinking nevertheless con- 
tinues. What’s the hurry? Isn’t 
it dangerous to disrupt the civil- 
ian way of life like this? What 
about morale? Can’t we find less 
painful answers to the problem? 


(a)—ap- 
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) “wasted” to the extent that clothing in excess of 
essential needs is produced. 
) The “civilian economy” and the “war economy” 


jare not separate entities, they not only over-lap— 
‘they are each part of one whole. The requirement is 
>that the whole—our total resources—be used for 
making war with maximum effectiveness. 





There is, of course, a limit beyond which curtail- 

ment of civilian consumption would react adversely 
upon the war effort. It is simple to state where this 
dividing line is in general terms; not so simple to 
state where it is, or should be, in terms of particular 
' types of goods or services. In general, it is the point 
\ below which curtailment would lower the producing 
F efficiency of the nation. 
However, the problem can not be considered mere- 
“ly in terms of the physical energy of the civilian 
population. That vague, but important, thing 
called civilian “morale” must be considered. Finally 
—and this more than anything else is decisive—the 
Administration will have to continue feeling its way 
and temporizing on enforced civilian sacrifices be- 
cause (1) politics simply can not be adjourned in 
this democracy, (2) the war is physically remote 
from the bulk of our people, and (3) there is thus 
sfar in this country no such real national unity and 
discipline as close physical danger has developed 
in England. 


So, while fighting the most crucial of wars, the 
Administration must keep a wary eye on Congress 
and the organized pressure groups. It advances 
here, retreats there, sends up trial balloons, tries to 
’ppease Congress, tries to appease labor, tries to 
‘appease the farm bloc—yet it is all the time fully 
aware that (1) a further squeezing of the civilian 
“economy can not be avoided in any event; and that 
'(2) to lose the fight for inflation control would be 
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politically and otherwise disasterous in longer-range 





i For months Congress—and many others—have 
/°een doing some wishful thinking to the effect that 
>¥e ought to be able to win this war with less than 
the approximately 11,000,000 fighting men that the 
High Command is planning to have in the services 
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Congress forced Leon Hender- 
son out of OPA and now has 
an OPA chiet — ex-Senator Brown — who is more 
“reasonable.” But the price problem is still there. 
The issue has not been met. 

Congress, by all the signs, will soon “get” Mc- 
Nutt, the Manpower chief—but the manpower 
shortage will still be there. Ousting McNutt will 
not provide more labor for the farms and factories. 

Recently WPB’s Office of Civilian Supply made 
public an elaborate blue print of a “bedrock” civilian 
economy for this country. This was not set forth 
as a prediction of what is coming. Since it is just a 
“study,” calling for no action now, why was it pre- 
pared and made public? Only one logical answer 
can be deduced: the purpose was “educational.” 
WPB knows that the civilian economy can and must 
be further trimmed, and this was a_ preliminary 
maneuver to condition public opinion. 


Wishful Thinking 


What was the reaction in Congress? Answer: a 
sniff of disdain—especially because the report was 
drawn up under the direction of Joseph L. Weiner, 
a New Dealer—and a threat to force this man out 
of his job. So what? You might as well smash the 
thermometer because you don’t like the temperature 
that it records. 

Now it may be—though this is conjectural—that 
Germany and Japan can be defeated without the 
American people going nearly as far toward an 
actual “‘all out” effort as have the peoples of Britain, 
Russia, Germany and Japan. It may be that the 
“bedrock” civilian economy outlined by Mr. Weiner 
is more severe than any we will come to. Since our 
civilian economic “fat” is so great, as compared 
with any of the allied or enemy nations, it is most 
likely that the squeeze will be applied step by step 
over a long period of months, only as sheer necessity 
dictates. 

You can’t argue very long with demonstrated 
necessity in war, and if you doubt there will be 
demonstrated necessity for moving in the direction 
of Mr. Weiner’s “bédrock” civilian economy, look 
again at the key realities:—(1) 11,000,000 men in 
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the armed services; (2) huge, incessant and valid 
demands by all our allies for lend-lease supplies of 
war goods and foods; (3) some 20,000,000 men and 
women in the war plants; (4) the necessity of main- 
taining an adequately healthy standard of living 
for approximately 124,000,000 civilians. 

It can’t be done without trimming off a lot more 
fat and cutting off a lot more frills—and the pres- 
sure will inevitably become steadily more urgent 
before this year is out. Either we cut civilian pro- 
duction hard or we gamble that the war can be won 
with less than maximum utilization of our available 
resources. 

But it should be noted that in this country, above 
all others, there can and will be a rather long time 
lag between reduced civilian production and re- 
duced civilian consumption. This is because we are 
so richly supplied—as consumers and retailers—out 
of previous huge civilian production. The consumer 
inventory of various types of durable goods will 
readily outlast any probable duration of the war. 
Even if manufacture of all civilian clothing were 
ended—and it will not be—it probably would take 
at least a year before the naked eye could detect any 
significant difference in the general garb of a typi- 
cal street crowd. Only in food, which is quickly 
consumed and in which accumulated inventories can 
never be sufficient to meet consuming needs except 
over rather limited periods of time, is the problem— 
so far as our living standard is concerned—truly 


formidable. 


Our farm-food problem is a complex one, and this 
writer does not profess to have expert knowledge of 
it. The facts available to the general public leave us 
in the dark as to whether — and how much — the 
present retail shortage has been needlessly intensified 
by over-buying and over-storing on the part of the 
Government. But, quite aside from this, we have 
a food production crisis, according to the testi- 
mony of any number of dirt farmers and farm 
experts. 

A few months ago, Secretary of Agriculture 
Wickard was issuing reassuring statements about 
the food outlook. Now he says we are rapidly “ap- 
proaching a level of nutrition” as low as that in 
England. But—though the Secretary failed to 
point it out—that wouldn’t be too bad. The English 
are far from starving. Indeed, medical evidence is 
that the British national health is better than ever 
before as a result of more sensible diet. 

At present, of course, the living standard of the 
average American is far higher than in any allied or 
enemy country. On the whole, it will remain so— 
though the gap will narrow because other major 
belligerants are already at or close to lowest feasible 
levels, while our maxium adjustments in the neces- 
sities of life—food now and possibly clothing later 
are yet to be made. 

Only a partial comparison can be made between 
our civilian sacrifices and those in allied and enemy 
countries. Not only is much foreign information 
unavailable, except on food rationing; but the base 
of comparison is a shifting one. The food rations— 
especially under a point rationing system—are sub- 
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ject to fairly frequent changes, geared to variations 
in supply. Aside from this—food rationing being 
a new and difficult problem for us—there is wide 
room for over-estimate or under-estimate in OPA’; 
initial rulings. 

In an accompanying table are listed food rations 
in various countries as of late last year, taken from 
the League of Nations statistical bulletin. We have 
appended below the table certain data for the United 





States, some of which, however, is only the best : 


available estimate of probable approximate per 
capita 1943 consumption and which is subject to 
future change. For ready comparison, the figures 
are expressed in grams—the standard European 
measure of weight. One pound equals 450 grams, 

Among the other major belligerants gasoline js 
wholly unavailable to private motorists; and, among 
all, clothing is either (Please turn to page 668) 
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Minimum Civilian Consumer Requirements for Foods 
and Services (at 1941 Prices) 













































































Minimum 
Actual Annual Requirements 
Consumption At1941 Asa % of 
in 1941 1 Prices 2 Consumption 
PERISHABLE COMMODITIES (millions of dollars) in 194] 
1. Food 15,944 11,447.2 71.8 
2. Beverages e 4,44 2,321.0 54.9 
3. Tob and king pli 2,270 1,707.2 75.2 
4. Drugs and medical lie 745 519.0 69.7 
5. Toilet preparations ...................:.0000 570 268.0 47.0 
6. Cleaning and polishing preparations 460 245.6 53.4 
7. Non-durable printed matter ............ 615 192.8 31.3 
8. Stationery and writing supplies........ 176 58.4 33.2 
9. Mise. household paper products........ 254 45.9 18.1 
10. Non-durable toys, games, efc......... 230 56.3 24.5 
11. Mfrd. illuminating and heating prods. 939 580.2 61.8 
12. Nonmanufactured fuels ................... 906 680.4 76.2 
13. Fuels and lubricants for cars............ 2,653 1,061.2 40.0 
Total perishable commodities..... 30,209 19,193.2 63.5 & 
SEMI-DURABLE COMMODITIES | 
14. Clothing and accessories ................. 4,341.0 64.0 
15. Shoes and other footwear.. 1,032.3 68.4 
16. Personal furnishings ...............cccseessers 57.3 273 
17. Dry goods and noti 328.6 52.2 
18. Semi-durable housefurnishings .......... 900 262.1 29.1 
19. Replacement tires and tubes............ 230 212.4 92.3 
20. Parts, etc., for passenger cars........ 370 166.4 45.0 
Total semi-durable commodities.. 10,630 6,400.1 60.2 
DURABLE COMMODITIES 
21. Household furniture...................0.000000 1,230 341.4 27.8 
22. Floor coverings 440 56.3 12.8 
23. Mise. durable furnish'gs and equip. 713 202.8 28.4 
24. Wash'g and sew. machs., refrig'tors 613 gad 3.7 
25. Electrical appliances ...............c00-. 260 3.6 1.4 
26. China, glassware, tableware, utensils 784 159.5 20.3 
27. Radios and phonographs.................... 500 12.5 2.5 
28. Musical instruments ................2....2.00 84 2.4 29 
29. Clocks and watch 210 2.1 0.9 
30. Jewelry and sterling ware................ 440 0.0 0.0 
31. Books & other durable printed matter 289 84.6 29.3 
32. Writing equipment, durable................ 70 0.3 0.4 
33. Ophthalmic, surgi., orthopedic appl. 266 219.7 82.6 
34. Wheel gds., durable toys & sports. 
quipment ..... 91 56.0 143 
35. Monuments and tombst 65 0.0 0.0 
36. Luggage 81 23.5 29.0 
37. Passenger cars and boats................ 2,579 0.0 0.0 
Total durable commodities.......... 9,045 1,187.4 13.1 
SERVICES 
38. Housing and lodging 11,414 11,573.3 101.4 
39. Preparation & service of meals & 
beverages 2 3,639 3,275.0 90.0 
40. Care and repair of attire, etc......... 1,119 957.4 85.5 
41. Personal appearance and comfort.... 653 386.7 59.2 
42. Consumer-operated transportation .. 815 518.6 63.7 | 
43. Purchased passenger transportation 1,568 2,125.8 135.5 
44. Household utilities & communications 2,444 2,174.1 89.0 
45. Medical care and death expenses.... 3,955 3,529.0 89.2 
46. Education : 1695 2,400.5 89.1 
47. Recreation 1,987 1,200.1 60.3 | 
48. Household maintenance .................0--+- 1,410 1,085.0 77.0 | 
POTN RONVICOS 2 o20istis mck toiaatenrne 31,699 29,225.5 92.2 
Grand Total, goods and services.. 81,583 56,006.2 68.6 
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y ow that the chances that We have learned from bitter ex perience capitalism (laissez-faire), 
20 the war will be won by the that the most practical ast of self-interest free trade and the gold 
24 United Nations in the not is enlightened self-interest.” (Under Sec- standard, to experiments 
09 | too distant future are be- retary of State Sumner ‘Welles in his with state capitalism, un- 
ry coming brighter, discus- Toronto University talk.) der which large multi-na- 
824 | sions of the reconstruction tional units would operate 
ud of the post-war interna- much like the Nazi-con- 
29. tional economic system, including changed currency ceived continental blocs. 
_* | relationships, have ceased to be ‘platitudes. Despite the differences in opinion, which are only 
31 But unlike the Nazis, who are said to have more natural, since considerations must be given to the 
mm less formulated a scheme for international eco- views of all United Nations including the Soviet 
101. 


nomic organization under which individual conti- 
_ nental blocs were to be developed into self-sufficient 
: units, exchanging only a small part of their overall 
production, the ‘United Nations have advanced no 
plan whatsoever, though a return to the 1938 or 
/1914 conditions has been deemed impossible and 














be r unwise. T’o be sure, individual groups and national 
9221) interests have worked out some tentative proposals. 
we 


These range from the restoration of unmodified 
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Union, there is a growing cognizance of the precept 
that nations, like individuals, while having sovereign 
rights as to their culture, political independence, 
religion, and so on, have also duties or responsibili- 
ties toward each other, and that consequently some 
of their national interests must be subordinated to 
the welfare of the world as a whole. 

Equally important, there must be the willingness 
on the part of individual United Nations to co- 
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operate as fully as their varied economic systems 
permit. Whether this will be possible, the writer 
does not claim to know, but he feels that from the 
long range point of view, it would be less dangerous 
than the proposal that the areas of political 
sovereignty coincide strictly with the areas of eco- 
nomic systems. 

Under the latter arrangement, one group of na- 
tions, let us say that grouped around the United 
States and the British Empire, would reestablish a 
free enterprise system with free trade and the gold 
standard. This system would be uniform in all 
countries and no divergences in the way of tariff 
barriers or currency control would be tolerated. On 
the other hand, the Soviet Union and the satellite 
states on the Continent of Europe and in Asia would 
adhere to a strict collectivist economy. Such a solu- 
tion of the post-war economic problems would be, 
as the London Statesman pointed out, much the way 
the religious question was solved after the Thirty 
Years’ War. Incidentally, there is a great resem- 
blance between the great wars of this century and 
the great struggle of the seventeenth century which 
ended in general exhaustion. 

The best that can be expected to emerge from 
peace talks is perhaps some international economic 
compromise, rather than a system, where certain 
features of modified free enterprise, gold standard, 
totalitarian state control, ete. are retained. It will 
have to include currency agreements, as discussed 
more fully later on in this article. The return to a 
completely free trade, let us say between this coun- 
try and the British Empire, would be, for that mat- 
ter, probably opposed by both. On the other hand, 
the agricultural raw material countries where indus- 
trialization had been pushed during the war, will 
undoubtedly be willing to relax some of their nation- 
alist measures in return for financial and technical 
aid after the war. It is not at all unlikely that a few 
totalitarian ideas will survive, especially on the Con- 





Purchasing Power Parities and Exchange Value 
of the Dollar in Great Britain 


— Purchasing Power Parities-— 


$ Exchange in Based on Whole- Based on Cast 





Year— Great Britain sale Prices of Living 
INDEX (1929 — 100) 
1929 100 100 100 
1930 100 97 99 
1931 108 100 104 } Dollar 
1932 139 W1 114 } Overvalued 
1933 115 109 114| inf 
1934 96 97 110 
1935 99 93 105 
1936 98 98 106 
1937 98 104 106 | 
1938 99 109 110 
1939 110 111 115 Dollar 
+ Undervalued 

1940 127 147 133 in £ 
1941 120 147 135 
1942-Mar. 120 137 127 

June 120 135 125 

Sept. 120 131 123 | 

Dec. 120 127 119 












tinent of Europe where some of the Nazi measura 
welding economically various small countries tp. 
gether have been far from retrogressive. The Cy. 
rency Conference, being held at present by the f 
refugee governments in London, is, for example — 
discussing a multilateral clearing scheme fg [ 
Europe, a modified version of which the Nazis in. § 
troduced. 

At any rate, the relaxation of wartime control, 
which are in a sense totalitarian, will be gradual, and 
every step taken will probably have to be weighted 
by considerations of social consequences and o{ 
interests of other countries. Every country after 
the war will in one way or other aim at the full 
employment of national resources and the preven- 
tion of unemployment. To achieve this, concessions 
to orthodox “sound finance and economics” will have 
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to be made. Moreover, as the London Economist has |" 
put it, in this war “the dominance of finance ove b 
economics has already been overthrown.” 8 
The British, who have done some advanced think | * 
ing on the subject of the post-war international > ™ 
economic system, simply because no other people} P 
depend on external trade as much as they do, be- b 
lieve that the relaxation of imports in their omf = 
case will have to await the expansion of exports |” 
which in turn will be contingent upon the rebuild¢ f ™ 
ing of plants destroyed by war or impaired by in-f . 
adequate depreciation charges. Likewise, nev} ™ 
markets will have to be found and new export [ f 
products developed, since the post-war character of | * 
trade with the countries like Australia or Argentina, 
which had intensively industrialized during the war, 





will be different from that before the war. Last but f 
not least, the exporters in the older industrialized 7 
countries will have to assume in their prices higher 
debt charges and the cost of social measures. It has 
been estimated that in Great Britain the adoptio | ? 
of the Beveridge plan would raise the costs of 
exports by about two per cent. t 
But this is not all. A country like Great Britain 
will also be faced with a lower income from overseas f E 
investments and the necessity of importing more as f & 
a result of the reconstruction of devastated areas ~ 
and the increased purchasing power of working 
classes. Estimates have been made that in Great 
Britain full employment would mean about a 15 
per cent increase in real national income, a part of 
which would be, of course, spent abroad. 4 
Similar problems will face other industrial coun- fF th 
tries such as France, Germany, Belgium, etc., and 1 
the alternatives may well be between the continuation |“ 
of lend-lease aid during the critical period of re 
construction, the lowering of the standard of con- 
sumption, increased production of consumption 
goods at home, and bilateral trade. The opinion has fF 
been advanced that all over the world countries will 
tend to cover a larger percentage of their require 
ments from domestic production—which is a differ- 
ent way of saying that they all will be more 
self-sufficient. : 
If, however, the policy of such great importing 
countries as the United States and Great Britain 
will be the full employment of their resources which | 
in turn will mean high level of income and industrial | 
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activity, then an over-all expansion of imports 
could be expected. That would, of course, be the 
best way of regenerating international trade, for 
the increased purchasing power of agricultural and 
raw material countries would in turn result in the 
increased demand for industrial products. 

A plan for the stabilization and expansion of 
international trade was outlined last Fall by Sir 
Raymond Streat, chairman of the British Cotton 
Board. Sir Raymond would divide trade into two 
groups. In the first group would be included gen- 
eral exports and imports (except certain special 
commodities singled out for special treatment in the 
second group) on which there would be no quotas or 
any other restrictions except moderate tariffs. All 
countries’ goods would receive identical treatment. 

The second group would include certain raw 
materials and foodstuffs such as wheat, cotton, rub- 
ber and tin as well as special classes of manufactured 
goods which as Sir Raymond puts it, “cannot 
reasonably and safely be left to find their own level 
in the world markets because of overwhelming de- 
pendence of one country upon such commodity or 
because of disturbed world conditions.” These com- 
modities would be covered by international agree- 
ments which would govern quotas, minimum prices, 
reserve pool and lend-lease plans. With the passing 


' of years and the changing of circumstances, com- 


modities would be moved from group one to group 
two. The most difficult problem to solve in the con- 
nection with such a plan would be to get different 
interests to agree and to select a proper internation- 


» al body to administer it. 


Currency Depreciation 


So far nothing has been said about currency de- 
preciation as a means of securing a balance between 
the incoming and outgoing payments. In view of 
the wartime changes in investments, debts, wages, 
social security costs, etc., the pre-war relationship 
of various currencies will probably mean very little. 
Hence, in due time all currencies will have to be 
fixed in terms of each other. 

The difficulties in balancing international pay- 


/ ments that Great Britain is expected to face after 
_ the war would seem to point to the eventual decline 


of the pound sterling below its present official quo- 
tation of $4.00. But it was argued recently that the 


' pound sterling is now worth $8.00 or even more on 


the basis of its purchasing power and that it is the 
dollar therefore, that is more likely to be revalued. 
This argument is based on the fact that the costs 


/ in this country have been advancing in recent 
» months much faster than in Great Britain. On the 


strength of such crude measurements as the pur- 
chasing power parities, reproduced in the accom- 
panying table, the relation of the purchasing power 
of the dollar in Great Britain to its exchange value 


» there, does not seem to be much different than it was 
| during the Thirties, though worse than a year or 
> 8O ago 

go. 


However, it is not the internal purchasing power 
that alone determines the value of a currency. In 
fact international payments and the movement of 
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capital are much more important in that respect. 
Consequently, any statement whether the dollar is 
overvalued or undervalued in terms of any foreign 
currency is, to say the least, premature. Of course, 
if our costs continue to rise for a year or two as 
fast as they have been in the last half year, then 
it is possible that the dollar will be too high in 
respect to the pound sterling. 

The argument that the pound is overvalued in 
regard to the dollar was made by the financial editor 
of the London News Chronicle with a view to show- 
ing that the dollar comparison of the war effort of 
the United States and Great Britain is by no means 
accurate and that although we are spending in this 
country some 100 billion dollars this year and the 
British only about $20 billion—where they should 
be spending $30 billion on the per capita basis— 
that boat by boat or shell by shell, they contribute 
as much, if not more than we do. 

It is highly improbable that the exchange control 
will be removed once the war is over. The removal 
of controls would probably lead to chaotic fluctua- 
tions that would do more damage than good. It is 
possible, however, that countries will adopt different 
exchange rates for different transactions, much as 
the Germans did prior to 1939, and that the ex- 
change rate used in payment for tourist services 
may under those arrangements be quite different 
from the rate under which gold will move to clear 
the balances between the two countries. 

That gold will retain its value as the store of 
wealth is unquestionable. It will also retain some 
function in the clearing of international balances. 
Of that we can be sure, in view of the fact that we 
hold some 80 per cent of the world gold stocks and 
that Great Britain controls some 75 per cent of the 
world output. But whether the currencies will be 
attached to gold by rigid gold parities is another 
story. 

In fact, in a world where economic cooperation 
may transcend political (Please turn to page 667) 
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Alcohol flow from United States distilleries will be 
stepped up by 36,000,000 gallons as a result of 
WPB approval of plans to build five new plants. 
Immediate benefit will be substantial narrowing of 
the slack between existing distillation and the 100,- 
000,000-gallon production needed to implement the 
Baruch synthetic rubber report. And after the war, 
when the facilities go into beverage lines, consumers 
will pay less, investors will realize less. 


Profit yield on war contracts will be held hereafter 
to between one-half and one-third of normal earnings 





Washington Sees: 


The Administration's "span of life" social se- 
curity program is made to order for the legis- 
lative scrap heap. 


Cradled in the virtually defunct National 
Resources Planning Board (Congress has denied 
the Board funds to continue operations), the 
plan already is headed for the grave. 


It went to Congress loaded down with so- 
cialistic concepts so entwined with basic pro- 
posals as to make the whole unacceptable. In 
the face of almost universal demand that the 
government remove itself from the field of pri- 
vate business, the report suggests a post-war 
broadscale intermingling of the two. To a rail- 
road-minded Congress, it recommends that the 
transportation system be recast along untried 
lines. With the lawmakers fuming at organ- 
ized labor's inability, or unwillingness, to place 
its own house in ane by driving out racketeers 
and dealing with absentee workers, the report 
proposes that management turn over the lead 
rein to the unions. With private enterprise 
justifying itself in huge war production, the 
report would have that record overlooked, 
bureaucracy given life or death power over 
plane factories, shipyards and the like, in post- 
war days. 











By E. K. T. 















as a basic Army-Navy policy. Volume will overcome | 
much of this disparity, will afford dollar profit ade | 
quate for war work, it is reasoned. Working capital 
must be found in avenues other than net gain, and 
reserve to meet tax liabilities will not be liberal. Ex- | 
ceptional situations will have special treatment. : 
























Dollar-A-Year men are the targets of a thinly-veiled | 
plot to link them, somehow, to the fact that smaller | 
business has not had a larger share of contracts 
Donald Nelson has been directed to report the status 
of all orders for 1944-45 delivery ; the “why” of con- 
tract backlogs; age, education, and training of all|” 
present and former dollar-a-year men. The declared} 
objective is to “diffuse” the work. 4 


Eleven Million men in uniform by the end of 1943 | 
rolls off the tongues of military and manpower chiefs J 
without the implication of terrific impact, but ter- 
rific it will be. It means two million more than the} 
total armed forces of Germany; numerical equality 
with the fighting strength of Russia, whose popula- 
tion is sixty million more than ours. Draft will call [ 
to the colors this year, a greater number of men than 
comprised our World War I army—12,000 men 4 
day. It means skeletonizing the service trades, 
eliminating comforts, total war. 


Salary Ceiling of $25,000 a year is on the way out | 
in spite of Administration protests which, up to nov, 
haven’t documented with a showing that the advan- 
tages offset the disadvantages. Clearly, few persons } 
would be affected anyway. In application, the excess 
over $25,000 doesn’t go to the Treasury directly, but | 
to the employer—who, of course, is taxed in tum 
Draining of available investment capital is the argu | 
ment that accounts for the fact that labor has inter: 77 
posed no serious objection to removal of the ceiling. |) 




































Congress probably will go on record before lon 
with a non-partisan declaration in favor of post-wa 
world collaboration for peace and economic recon 
struction. Administration is decidedly luke-warm )) 
toward the move. e 
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Food is currently No. 1 topic of discussion in official 
circles. Farmers and consumers are thinking in terms 5 of how it shall 
be raised, how it shall be distributed in an economy that has world- 
wide implications. Government agencies think how it shall be | labeled 


is of equal importance. ( 


The "bedrock" report of the Office of Civilian Supply was 
alone in the suggestion that agriculture could operate with 25 per 
cent cent of the f pre-war machinery supply. The War Production Board, ignor- 
ing that re report and facing the facts, has upped allocations beyond its 
own original estimates. 


Canners, who will lose the benefit of widely advertised brand 


names if grades are re made compulsory, have sufficient support on Cap- 


itol Hill to bring 1g about an order to 0 P A to desist from its program 


covering the entire 1943 pack under grades. The order will be ignored 


and grades will be imposed nevertheless. 
Withal consumers are having the “inning" promised when soft- 



















































































erson whose one regret at leaving the office was that he "hadn't been 
tough enough" with his subjects. 


Amateur detectives in the price control agency who had been 
snooping around for pleasure drivers have been ordered back to their 
desks. Brown seems to believe that John Q. Citizen has social and 
moral consciousness, can be trusted. The "honor system" will prevail 
with respect to automobiling. 


QO P A thinks the black market in meat, disruptive of normal 
trade, will be licked by the dollars-and-cents ceiling. Pleas to 
patriotism failed, an inspired campaign of fear — “contaminated, un- 
inspected meat" — flopped. Mayor LaGuardia's suggested death 


penalty for "meat racketeers" created only a headline. 


The rubber emergency remains a grim reality. Bottom of the 
barrel will be scraped through 1943, and the motoring public won't t be 
over the hump until mid-summer of 1944, Even that, warns William M. 
Jeffers, presumes the highest degree of conservation in the months 
ahead. 
























































has Public 


and private assurances have sent him back to his office, to his statis- 
tics and charts. Those who crossed swords with the hard- -hitting rail- 
roader, felt his steel, had enough. 


He is headed for relatively easy 
Sailing so long as he remains "rubber czar." 


Handicapped persons, selected for the skills they can perform, 
are moving into industry in eee numbers, helping solve the man- 
power situation, but still only as a drop in the bucket. 


The figures are compelling: in 1942, the U. S. Employment 
Service placed 91,396 handicapped workers, an increase of 72 per cent 
over 1941, and of 230 per cent over 1940. And the percentages of in- 
crease are growing. 


The organized labor atmosphere is charged with legislative 
electricity. The House is in a mood to pass laws fixing penalties up 
to capital punishment — and one member has suggested even that. But 
labor has a militant and effective "column" made up of the services 


and production chiefs. 


Legislation may, probably will, get through the House, but it 
will have its teeth drawn in the Senate, where the membership is more 
responsive to the advice of the War Production Board, the Army, and 
the Navy. Those agencies say strikes cannot be prevented by law, 
Slow-down and absentee movements feed off legislation. Labor-man- 
agement committees haven't established themselves wholly futile as 
yet, it is contended. 


Jeffers' fight with companion agencies has died down. 
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But if the soft coal situation develops into a full-fledged 


strike, if there are further "Serious vacations" from the airplane plants 
such as recently happened, sentiment could change overnight. 
































Test of congressional intention will come soon, on the Hobbs Bill, 
an amendment to the 1934 Racketeering Act. Proposed are ‘penalties of 20 
years and $10,000 fine for acts of violence to enforce union labor demands. 
Seeking to control only an offshoot of labor practices, it will be sup- 
ported by | those who think unions need curbing, opposed by those “who think 
curbs unnecessary, or untimely. Specific provisions of the bill ar are being 
ignored, and the vote will come on "policy." 














































When peace comes the United States will not "entrust our lives and 
our future to a scrap of paper and and a spirit of sublime hope," says Ralph a. 

Bard, Assistant Secretary of the he Navy, by way of consigning this country to 
a post-war policy of militancy. Any other course paves the road to World 
War 3, is Bard's ominous forecast. 
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The blunt message of those words is that the conflict will not end j 
when the “shooting stops. Bard, author of the warning “we are losing g the 
war" that brought Presidential censure, may again be taking liberties. If 
he speaks official policy, his words mirror a future of huge maintenance 
eosts for armed forces, no complete return to normal industrial, business 


and mercantile practice. 
































In contrast with White House attitude following Bard's repetition 
of the flat statement that the Axis is winning, there has been no repudia- 
tion n of his less-publicized t but ¢ almost equally doleful ¢ post-war forecast. 




















For the first time, the War Department is offering a complete chart 
of its purchasing setup, available at the Purchases Division, Services of 
Supply. Sellers may tell ata glance what the army needs, where to go to. 
sell it. Designed especially for smaller business, it is none the less 


interesting to large-scale suppliers. 





























Purchases made locally, by Army Exchanges, posts and Stations, have 
a special section. Instructions regarding perishable and non-perishable 
foods are clearly set out. It extends down even to markets for horses, 
mules .. . Sledge dogs. Described are eight buying units, their functions 
and locations. 


























Available for counsel, says the bulletin, are experts of the small 
war plants branch—at least one in each district procurement office. 
Hopeful promise held out: "Time consuming and expensive trips to Washing- 
ton may be avoided by contact with these district representatives." 





Railroads and other transportation agencies are being sounded out 
by war production officials on the practicability of declaring Washington 
a "closed area." Idea is to refuse train, bus, plane tickets to those de- 

siring to come to the Capital for other than war-connected business, or 

equally compelling causes. If no flaw is found in the plan, it will be 


applied here first, later in ‘other crowded zones. 



















































a rs. It may sound like news of "man bites dog," deposes Dr. Taylor, 
but employers stream into his office averring: “Our wages are substandard. 
It is a crime to ask anybody to work for wages like that." 















Nugget of knowledge for union hall discussions is this further 


comment by the WL B assistant chief: "It hasn't been the unions that have 


deluged us with claims for wage increases. Seventy per Tr cent of | all the 
wage cases we are getting are Submitted by employers." 
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Adams Express average. It is sure to move with the market. From 
the bear market low, made in 1940, the issue at 
recent high of 10% was up about 144 per cent. It 
still has large potentiality, however, since 1937 bull 
market high was 225g. Asset value is about $12.08 
per share. Against possible near-term reaction of 
1 to 2 points, we think longer term potentiality is 
perhaps 8 to 12 points. 


This company is a management investment trust. 
| The common stock has a moderate leverage factor 
) since it is preceded in capitalization by $9,499,000 
m funded debt. It does not move as widely as in- 
vestment trust issues of extreme leverage but by the 
same token it is a proportionately less risky specu- 
lation. About 70 per cent of assets is in listed 


Ip ict 
ig 





and Government bonds amount to 28 per cent of home building and manufacture of regular consumer 
assets, lines, as well as to modest profit margins on war 

Through Adams, since it holds many diversified work, the company’s war-time earnings prospect is 
) equities, one can in effect speculate on the market not bright; but temporary war influences have scant 


e z securities, with nearly half of common stock holdings Deceit ein 

f 4 

° :.. 1937 1939 1940 1941 1942 1943 Company has for many years been leading maker 

. | High one 22% j%«wy2 9 84 «8% «10% of heating equipment and sanitary ware; also air- 
bee = Th 62 4% Sve 5¥2 7% conditioning, refrigeration and industrial equip- 
a ment. A considerable part of facilities is now de- 

re © 1 oils, mining and other investment trusts. Cash voted to special war work. Due to restrictions on 
Ps 
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influence on market performance. This is a “peace” 
stock ; there will be a large accumulated demand for 
the company’s regular products after the war; and 
post-war earnings will be better than now. The 
stock made a double bottom in 1940 and 1941 at 
334. However, the highs made since 1937 showed 
a descending line through last year, when top of 614 
was the lowest high on record and only half that of 
the deep depression year 1932. This long term 


1937 1939 1940 1941 1942 1943 
a 29V2 183%, 10% 7%, 6% 8 
ROW cccecscces 9%, 872 4% 3% 3% 6% 


chart trend appears to have been broken, the rise 
to recent high of 8 topping the best levels of 1942 
and 1941. On a month to month basis, this stock 
requires patience. Over a longer term, it is capable 
of broad percentage appreciation. Present price is 
considerably less than half the best level of 1939, 
and considerably less than a third of the high of 
1937. The chances seem to be that any short-range 
reaction would be quite limited. 


Associated Dry Goods 


Company operates eight large and long-estab- 
lished department stores, including Lord & Taylor 
and James McCreery & Co., in New York City; 
the other stores serving Buffalo, Newark, N. J.; 
Baltimore, Louisville and Minneapolis. Sales are 
at record highs and depend very little on now scarce 
“hard” goods. There is a leverage factor in the 
stock, as it is preceded by $3,985,000 in debt, by a 
small issue of first preferred stock and 56,901 shares 
of second preferred. That the management feels 


1937 1939 1940 1941 1942 1943 
High ......... 244%, 10% 9 10% 6% 8% 
Low .......... 6 532 4% 53¥ 4Y4 6% 


reasonably confident of the prospect is suggested 
by fact that a 50 cent dividend was recently de- 
clared, the first in over ten years. The 1942 report, 
not yet out, is expected to show moderately less than 
the $2.37 earned on the common in 1941. In 1937 
net was only 85 cents, yet the common sold as high 
2434 or three times present price of 814. Here is 
a “peace” stock of speculative merit priced at about 
4 times current earnings per share. We figure the 
maximum reactionary risk, on an intermediate basis, 
as 1 to 2 points. 


Consolidated Oil 


This is a large, soundly integrated oil company 
operating almost exclusively in the United States. 
The low price of the stock is due to fact there are 
12,924,000 shares outstanding, preceded by just 
under $80 million in funded debt. ‘The common has 
a book value in excess of $19 per share. Dividend 
record has been fairly consistent, largest payment 
of the past decade having been 90 cents in 1937. 
Current rate is 50 cents, same as in previous two 
years. Recent improved market action, which has 
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taken the stock to the best level since 1939, reflects 
growing speculative and investment demand for loy 
price equities. 

Sound oil stocks, especially of well integrated 
companies, have much in their favor. Long-tern 
growth of normal consuming markets will be re. [7 
sumed in due course. The chemical and synthetic [ 
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branch of the business has a promising future. Tax | 
position is comfortable, due both to heavy property | 
investment and special depletion allowance. Finally, 7 
good oils are among the best available “inflation | 
hedges.” Although subject to moderate possible | 
reaction, longer-term appreciation potential from | 
present level around 9 may be 50 to 100 per cent, | 























General Baking 


Around 714 this stock is up a bit more than 100 
per cent from bear market low last year, but re- 
covery to the high of 1939 would be equivalent to | 
further appreciation of over 50 per cent and re | 
covery to the 1937 high would require further rise [ 
of nearly 170 per cent. Despite higher taxes, sub- | 
stantial volume rise lifted 1942 net on the common | 
to $1.01 per share, against only 31 cents in 1941. | 
The 1,579,000 shares of common are preceded by | 
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an issue of 85,803 shares of $8 cumulative preferred | 
stock. There is no funded debt. With supplies of | 
food grains plentiful, it is to be doubted that bakery 
products will face rationing. Other food rationing, | 
and higher consumer income, should make for} 
further sales gains this year. Company has a long | 
dividend record, present rate being 45 cents on the [ 
common. We figure the intermediate reaction risk | 
from present level as possibly 1 to 2 points. # 











Mead Corporation 







This company is a leading manufacturer of white [7 
papers, supplying various mass circulation maga | 
zines and others. Paperboard and bark extract 
used in tanning leather account for roughly a quar 
ter of sales. War taxes have cut into earnings, | 
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which were $1.23 a share for the 40 weeks ended 
last Oct. 3, against $1.72 for corresponding pre 
vious period. Due to paper conservation, volume} 
will be lower this year. But the long prevalent beat: 
ishness on paper stocks has been over-done and 
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recently their market action has begun to improve. 
In a bull market geared preponderantly to peace- 
time potentials, temporarily adverse current factors 
should be minimized. Under reasonably good con- 
ditions, company is capable of earning as much as 
$2.50 a share. It paid 90 cents in dividends last 
year, most recent payment being at 15 cent quar- 
terly rate. There is leeway for a 58 per cent rise 
merely in recovery to 1940 high, while present price 
is much less than a third of 1937 high. Reaction 
risk from here should not be more than 1 to 114 
points. 


Richfield Oil 


This is one of the smaller units in the oil industry, 
but the company is fully integrated as producer, 
transporter, refiner and marketer; operating mainly 
on the Pacific Coast, with sales around $50 million 
a year. Market and earnings trends of recent years 
have been individualistic. The 1941 high in a bear 
market was nearly double 1937 high in a bull mar- 
ket; but 1941 earnings of $1.08 per share were over 
three times those of 1937, and each year over this 
5-year period showed a gain. Progress was inter- 


1937 1939 1940 1941 1942 1943 
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sales and expenses increased. For 9 months ended 


» Sept. 30, net was 51 cents a share versus 84 cents 
2 194] in corresponding previous period. Preceded by less 
se Thy 
fe 5M : 
» able balance sheet showed quick assets, including 
referred) ‘ 
yplies of |) mventories of $14.6 million, of nearly $5 a share. 
t bakery | 


than $9 million of funded debt, the equity has a 
book value of nearly $20 a share and latest avail- 


cash items of about $14.5 million and oil product 


For longer-term retention, the stock is a meritorious 
speculation at current price of 9. 


Standard Brands 


Back in the °20’s investors debated whether 
Standard Brands or General Foods had the bright- 
est future. Time answered in favor of the latter. By 
1941 the Standard Brands dividend—once $1.50 a 
share—had been cut by successive stages to 50 cents 
and early last year it was omitted when a new man- 
agement was brought in to revamp operations and 
rehabilitate earning power. This is a big company 


1937 1939 1940 1941 1942 1943 
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All it needs is able management, and it now appears 
to have that. Substantial progress on the come-back 
road has already been made, as tangible evidence of 
which dividends were resumed toward the year-end 
with a token payment of 10 cents a share. Present 
price of 53 looks pretty good against extreme low 
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of 234 last year but you get a different perspective 
when it is noted that the low of 1932 was 8% and 
the high of that bleak market year was 177%. For 
patient holders, we think the stock is capable of very 
large percentage rise. 


Stewart-Warner 


Sole capitalization of this manufacturer of auto- 
motive and other equipment is 1,273,000 shares of 
capital stock. The company is now occupied en- 
tirely in war work, with record high sales but with 
profits less than normal because of modest profit 
margins and heavy taxes. Annual report has not 
yet been released. For 9 months ended last Sept. 30, 
net was 90 cents a share, against $1.08 for corre- 
sponding previous period. Dividend of 50 cents a 
share has been paid in recent years and should con- 
tinue. Under reasonably active peace-time condi- 
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tions, as indicated by results in such years as 1936 
and 1937, the company is capable of netting $1.50 
to $1.75 a share and of paying out $1 a share, as it 
did in each of those two years. Its trade position, 
especially with respect to its “Alemite” lubricating 
system for automotive and industrial uses is a sound 
one; and working capital position appears adequate. 
Book value is around $15 per share. Subject to 
moderate interim reactions, the stock is a sound and 
promising longer-term speculation. 


Studebaker Corporation 


This very old enterprise was reorganized early in 
1935 and thereafter, under the able management of 
president Paul G. Hoffman, staged a notable come- 
back in sales, unit volume up through 1941—last 
year of civilian production—increasing 160 per cent 
over last year of predecessor company or more than 
the average of the industry. Profit for 9 months 
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ended last Sept. 30 was 57 cents a share against 90 
cents for corresponding previous period. Top profit 
of recent years was $1.31 per share in 1939. Com- 
pany recently inaugurated dividends with a 25 cent 
payment, reflecting improved position due to debt 
reduction and_ strengthened financial position. 
Around 10, the stock appears to be a promising 
longer-term speculation, though subject to interim 
reactions of perhaps 114 to 214 points. 


GROUP Il 
Canada Dry 


“Canada Dry” is a quality synonym for ginger 
ale. Company also produces other soft drinks and 
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“mixers” and is expected to enter the “cola” drink 
field after the war—the field in which Coca Cola and 
. Pepsi-Cola have done so well. Fears as to the war’s 
effects on sales and earnings have thus far proved 
to have been greatly exaggerated. In relation to net 
of $2.61 per share in fiscal year ended last Sept. 30, 
against $2.70 the year before, the 1942 low of 91 
looks rather ridiculous in retrospect and present 


1941 
172 
107% 


1942 
15% 
9, 


1943 
19/2 
137% 


1937 1939 
38% 203% 
9/2 12 


1940 
232 
115 


price of 19 does not look high. In 1937 the stock 
sold as high as 3814, though profit was only $1.19 
per share. For quarter ended Dec. 31 company 
earned 90 cents a share, against 46 cents in final 
quarter of 1941. Dividends are being paid at rate 
of 60 cents. Working capital position is sound and 
the 604,000 capital shares constitute sole capitaliza- 
tion. Potential longer-term rise far exceeds present 
reaction risk which we figure at perhaps 3 points. 


Celotex Corporation 


Although total building volume this year will be 
less than last year, Bror Dahlberg, president of 
Celotex, has stated without qualification that 1943 
sales of this company will far exceed the 1942 record 
high of $23.5 millions. This expectation is based 
on very promising results obtained from various new 
products recently introduced. Indeed, on the basis 
of present demand indications, new products alone 
can attain volume of $20 million this year, according 
to Mr. Dahlberg. For fiscal year ended last Oct. 31 


1937 1939 1940 


(a)24¥%e 19% 12/2 10% 
(a)19Y¥e 77% 5 53%, 
(a)—Before 100% stock dividend. 


1941 1942 
81/2 
6s 


1943 
11% 
84 


net on the common was $1.55, drop from $2.56 the 
year before being due to higher taxes. Allowing for 
increased volume this year, net may readily exceed 
$2 a share, possibly by a goodly margin. Under 
aggressive management, this is a “growth” situation 
with good longer-term potentiality. At less than 
half the 1937 high, we consider it an unusually 
promising speculation, subject to no more than 
moderate near-term reaction risk. 


Collins & Aikman 


As the leading maker of pile upholstery fabrics 
used mainly in the manufacture of automobiles, this 
company was a notable “war casualty” since it could 
not convert readily or profitably to war work. For 
fiscal year ending March 1, net on the common in 
1942 fell to $1.07 against $5.15 the year before. For 
six months ended last Aug. 29, latest report now 
available, a small loss was shown. In the meanwhile, 
however, tlhe company had obtained large orders for, 
and converted facilities for making military serge, 
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Stop, Look and Listen! 


Emil Schram, president of the New York Stock Ex. 
change, recently in a public statement urged investors to 
pay more heed to values and not to buy stocks merely | 
because they “look cheap." 

"The securities which are cheapest in price," said Mr, 
Schram, “may in reality be the most expensive, measured 
by the consideration of actual worth." 

Mr. Schram, and other responsible observers, are dis. 
turbed by the active demand for radically speculative 
low-price stocks of highly dubious value. To gamble in 
such issues is foolish — especially since there is broad 
opportunity for reasoned and selective investment or 
speculation in low or moderate price equities of real 
value, such as those presented and briefly analyzed in 
this feature article. 

In contrast, here is a partial but representative list 
of stocks which this publication considers of doubtful 
value and which it advises its readers to avoid: Chicago, 
Rock Island & Pacific common and preferred issues; New 
Haven common and preferred; New York, Ontario & 
Western; St. Louis-San Francisco common and preferred; 
Seaboard Air Line common and preferred; Park Utah 
Consolidated Mines; Hupp Motor; Graham-Paige; Com- 
monwealth & Southern common. 

Also Equitable Office Building; General Realty; Calla- 
han Zinc-Lead; Alleghany Corp.; Amalgamated Leather; 
American & Foreign Power common; Childs Company; 
Consolidated Film; Exchange Buffet; Gobel (Adolph); 
Hayes Manufacturing; Hudson & Manhattan; Internation- 
al Hydro-Electric; Lehigh Valley Coal; Maytag Co.; 
Parmelee Transportation; Radio-Keith-Orpheum; Real Silk 
Hosiery; Spear & Co.; Spiegel, Inc.; Standard Gas & 
Electric; Thompson-Starrett; United Corp.; United Stores; 
Vadsco Sales Corp. 











uniform linings and canvas duck. The worst in earn 
ings probably has been seen, but the sharp recover 
in the stock from last year’s low, like that in thet 
automobile finance stocks, reflected increasing in-F 
vestment concentration on post-war potentials, : 


1943 
20% | 
ITP 


1942 
18344 
105 


1937 1939 1940 1941 


62%, 372 35 30% 
20%4 16/2 11 


rather than transitory war influences. A dividend off 
only $0.25 was paid in 1942, against $3 in 1941. 
While the stock may be subject to reactions of 
perhaps as much as 4 points, longer-term recovery F 
potential ought to be 100 per cent or more. 


Congoleum-Nairn 


This producer of felt-based floor coverings and 
linoleum is a sound “peace” stock which has fared ff 
fairly well on war business. The annual report for) 


1942 
1834 
13% 


1939 1940 


30338 24% 
19 14 


1941 
18344 
13% 


1937 
45/2 


1942 showed earnings of $1.29 per share as agaims 
$1.62 in 1941. Under reasonably active peace col 
ditions, better than $2 a share has been earnef 
With nothing ahead of the 1,243,000 shares @ 
capital stock and a strong financial position, 

liberal dividend policy has (Please turn to page 67% 
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1943 SPECIAL 


P, ERIODIC re-appraisal of investment and speculative 
holdings is an essential safeguard against changing 
conditions which threaten or potentially threaten 
either capital values or income return or both. The 
military, political, economic and financial changes 
affecting security values today are more numerous 
and rapid than ever before. Especially in the case 
of common stocks, watchfulness is imperative. 

To serve this need THe Macazine or WAL. 
StrEET, as for many years past, presents its special 
Re-Appraisals of Earnings and the accompanying 
Dividend Forecasts at six-month intervals—besides, 
of course, its regular bi-weekly coverage of all signi- 
ficant developments important to investors. 

Our thousands of readers in the aggregate hold 
stocks of many hundreds of corporations. Thus, 
lengthy individual re-appraisals in this service fea- 
ture would permit coverage of too few to be ade- 
quately useful. Hence our effort is to present the 
most pertinent information and ratings on the max- 
imum possible number of issues as concisely as pos- 
sible for the convenience of our subscribers. 

It is important to bear in mind that current earn- 





Lain? 
forecasts 


Outlook for Aircraft Stocks, Oils, Tires, 
Chemicals, Motors and Accessories. 


ing power of various war-active companies is ab- 
normally good and thus not indicative of future 
potentialities. Similarly, depressed “war casualty” 
earnings are also abnormal. For these reasons, as a 
handy reference guide, our tabulations show for com- 
parison the average pre-war earnings and dividends 
of 1936-1939. Book values and—where feasible— 
net quick assets per share are also shown and are of 
considerable interest in an inflation era. Since the 
market is increasingly dominated by thoughts of 
peace, in this issue we revert to our former “Invest- 
ment-Market” rating, dropping the “War Rating.” 
The letter denotes our judgment of investment qual- 
ity; the numeral indicates current earnings trend. 
Thus: A—High Grade; B—Good; C—Medium 
Grade; D—Marginal; E—-Low Grade. Numerals: 
1—FEarnings Trend Upward ; 2—Steady ; 3—Down. 

Selected issues favored for capital gain are de- 
noted by a dagger symbol in the tabulations; for 
safe income, a star; for income and appreciation, an 
asterisk. For guidance on timing of purchases for 
appreciation, watch the continuing advice given in 
our regular market analysis article. 
























































WAR EFFECTS 





ON THE 


PETROLEUM INDUSTRY 





—_— gas and fuel rationing, the oil stocks 
have fared better than the stock market as a whole 
—perhaps because of the longer term inflationary 
outlook. However, in this respect the oils have 
merely recovered an advantage they enjoyed back 
in the bull market of 1937. Following are Standard 


& Poor’s group averages: 


14 Oil 402 
Stocks Stocks 
meeeent Pwiee «2... 6. cc cases 101 87 
Average for 1942 ........... 74 69 
. NE. so who oi be 80 80 
- ee 76 88 
- PRE ok be easels 88 94 
a Oo Stes ae 96 88 
e x |. OS) i rere 126 118 


) 

At the beginning of the European war the oils 
were somewhat lower than the general market, hav- 
ing lost greater ground on the reaction; by 1941 
they had pulled up abreast with the market, and in 
the last half of 1942 and the early part of 1943, 
they gained sharply. The reasons for this seem to 
be (1) the fact that some of the oil companies— 
particularly the producing companies—are expected 
to make favorable reports for 1942, though the 
refining and distributing companies will not do so 
well; (2) little drilling is now being done and under- 
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Crude Producers Now in Best Position « 












ground oil reserves are being reduced; (3) this war 
is largely being fought with oil, and world inven- 
tories have been greatly depleted, while some pro- 
ducing wells (particularly in the Dutch East 
Indies) have been temporarily destroyed; (4) a 
huge amount of oil may be needed by the air lines 
as future operations increase; (5) the industry may 
benefit substantially by any inflationary price trend; 
(6) revolutionary new processes for cracking oil 
may virtually make chemical companies out of the 
oil refineries. 

There is one bearish factor which the market may 
be overlooking: if the new high-octane gasoline to 
be produced by the Houdry and other processes will 
give us such rich gas that we can drive our cars 40 
miles on a gallon, this will greatly reduce the amount 
of oil required to supply our automobile filling sta- 
tions. However, this major step will not come at 
once, for new automobile engines must be designed 
to stand up under this violent new fuel—probably 
closer related to the benzine chemical family than 
to gasoline. These new engines may not be designed 
at once, for automobile manufacturers have indi- 
cated that they don’t intend to bring out the won- 
derful new models we have been dreaming about 
immediately after the war. Moreover, the oil re- 
fineries for the past two or three decades have been 
gradually improving their refining and cracking 
processes, adding to the efficiency of gasoline, with- 
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out checking the ever increasing demand for the 
industry’s products. 

Another offsetting factor is the increased use of 
oil for other uses such as the production of artificial 
rubber. Weighing all these considerations, the in- 
creased efficiency of the refiners will probably not 
prove a serious handicap to the producing com- 
panies. And so far as the refiners are concerned, the 

eatly increased value of the products should en- 
able them to make a larger margin of profit after 
the war—provided the Government does not absorb 
it through taxes, or prevent it through price 
ceilings. 

Getting back to the more immediate future, the 
same highly mixed trend of net earnings as is indi- 
cated by the 1942 reports, seems likely to continue 
in 1943. (Available reports for 1942 show an 
average decline in net of about one fourth). Com- 
panies operating on the Atlantic seaboard will con- 
tinue to be handicapped by rationing—even though 
the OPA has lifted the pressure on pleasure driving 
a little, and may remove the ban altogether. Mili- 
tary demands on the oil and gasoline supply are 
bound to increase still further if we stage a big 
continental invasion, though perhaps stocks are be- 
ing accumulated for that purpose. 


Restrictions on Fuel Oil 


The restrictions on fuel oil in the East are also a 
factor. While retail prices of fuel oil have been 
advanced about 30-40%, this increase seems barely 
sufficient to compensate for the higher cost of mov- 
ing the product by pipe line and railroad tank car 
as compared with the previous tanker haulage. The 
net dealer price for gasoline in the East is now 
about 10% over last year, which seems insufficient 
to take care of higher costs; the price of gas else- 
where in the country is about the same as a year 
ago. 

The refining companies have also had to adjust 
their operations to a larger proportion of fuel oil 
and a smaller ratio of gasoline. Since profits have 
customarily been higher on gasoline, the eastern 
refineries have been hurt not only by the cost of 
effecting the change-over but also by the lowered 
profit margin. Only about 37% of a barrel of crude 
oil now goes into gasoline as compared with 45% 
about a year ago. The proportion of lighter fuel 
products (used for house heating, etc.) has increased 
during the year from about 1334 % to nearly 16%, 
and heavy industrial fuel oil from about 25 to 28%. 

In 1943 the refining companies should benefit 
more than in 1942 by the manufacture of special 
products such as aviation gasoline, toluol (used in 
explosives), butadiene (used in synthetic rubber), 
ete. Many plants which had to be built for these 
products are only now getting into operation, and 
their earnings may help to improve the 1943 outlook 
for these particular companies. 

The recent report of Standard Oil of Ohio illus- 
trates the trend for the industry in 1942. The 
company’s facilities were taxed to capacity, and 
despite a decline in sales of motor gasoline, total 
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volume of sales was 8% greater than in 1941. Presi- 
dent Holliday stated: “The demands of war indus- 
tries and for shipments to the eastern seaboard of 
heavier products, especially distillate fuels, residual 
fuels, asphalts and coke have tended to reduce the 
role of gasoline as petroleum’s principal product. 
The war-time demand upon the company refineries 
for non-gasoline products is shown by the following 
percentage increases in volume of sales of some of 
the products other than motor gasoline in 1942, 
as compared with 1941: Aviation Gasoline up 
483.9% ; Kerosene 42.6% ; Industrial Lubricating 
Oils 22.9% ; Light Burning Oils 78.4% ; Industrial 
Fuel Oils 11.4%. The company reported share 
earnings of $6.68 as compared with $7.47 in the 
previous year, a decline of about 10%. 

Crude oil producers in 1942 doubtless benefitted 
by—the steady demand for their product—without 
the usual seasonal peaks and valleys based on the 
motoring season. They also enjoyed a substantial 
tax advantage over the refining companies (and 
other industrial corporations in general), since they 
could charge off substantial depletion charges and 
drilling costs (though the latter were smaller than 
in other years). Most of them also have large in- 
vestment capital bases, resulting from a long period 
of plowing back earnings, and thus they were able 
to avoid the worst effects of the excess profits taxes. 

Will the present construction of pipe lines from 
Texas to the east aid the refiners? The 24-inch line 
from Texas to Illinois (“Big Inch”) hasn’t affected 
the situation very much, because the Army is taking 
most of the increased shipment, it is reported. The 
line is now being extended to Bayonne and Phila- 
delphia but this will take some time to complete. 
Another pipe line may also be authorized. Eventu- 
ally the cost of transmission by pipe may reduce 
shipping costs to about the pre-war level, but this 
will probably not be reflected to any great extent in 
1943 reports. However, assuming that WPB will 
continue to allot steel to complete the pipe lines, this 
is a favorable long-pull factor for the eastern re- 
finers—and will also help John Q. Public with his 
fuel oil problem. 





Future Supplies 


Due to the general confusion in the industry, 
rather than lack of demand, there was a small drop 
in crude production last year—between 1 and 2%. 
The number of wells drilled during the year was 
about 40% smaller than in 1941, and the reduction 
this year will probably be still greater due to the 
difficulty of getting supplies and equipment, high 
labor and material costs, etc. The Government is 
beginning to realize that new exploration and wild- 
catting are necessary to protect the industry, but 
thus far hasn’t done much about it. In order to 
encourage a normal amount of new drilling the in- 
dustry has asked for a price rise of 25 to 50 cents 
a barrel. The OPA has been considering the ques- 
tion of a price advance for some time but thus far 
has not given its consent. 

While we still have an estimated 15-year supply 
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of oil in the ground—about 20 billion barrels—this 
is figured at the current rate of consumption. Mili- 
tary demands may greatly increase the need for 
immediate production, and while the oil may be 
available in the ground, it can’t all be taken out at 
once. Many wells which yield a steady natural flow 
would have to be put “on the pump,” thus increas- 
ing the demand for new steel equipment. In order 
to sustain the most efficient rate of production, con- 
forming to underground pressure conditions, it is 
necessary in some cases to extend the life of fields to 
thirty years or more. 

Thus despite the large apparent size of the pres- 
ent reserves in terms of annual output, an increase 
of 500,000 barrels a day in production (the present 
rate is about 3,900,000) would probably require an 
increase in reserves of about 2,500,000 barrels. 

The Petroleum War Council recently estimated 
that crude oil production by the end of the year 
would have to approach 4,300,000, or 500,000 
barrels over the present rate. While production is 
still being restricted in most of the important pro- 
ducing areas, the potential output is probably well 
under that of a year ago. 

We have been fortunate in the past in bringing 
in a number of big new fields. With the great 
amount of exploration over the past eighty years— 
particularly since the development of scientific 
methods of locating oil pockets or “domes” without 
drilling—the majority of the available big fields 
have probably now been brought in. Hence new 
drilling operations must become more intensive. 

Despite the apparent reluctance of the OPA to 
approve an increase in crude oil prices, because of 
fear of inflationary effects or desire to prevent an 
increase in profits, Ohio Oil Company recently ad- 
vanced crude petroleum 15¢ a barrel in Wyoming. 
Whether this is the forerunner of a general increase, 
with the tacit consent of Washington, remains to be 
seen. ! 


More Drilling Needed 


Petroleum Administrator Harold Ickes recognizes 
the need for more drilling and recently urged that 
at least 4500 “wildcatters” should be drilled this 
year—50% more than the best previous record— 
but while he has endeavored to aid production in 
some ways, and has helped build the new pipe lines, 
his views have apparently not prevailed at the OPA 
office—or perhaps there are differences of opinion 
in Washington as to the best method to stimulate 
wildcatting. 

President Henry M. Dawes of Pure Oil Company, 
in his recent annual report, stated that maintenance 
of oil reserves is seriously threatened by Government 
policies regarding new equipment and crude oil 
prices. He also referred to the “mass of uncoordi- 
nated, immaterial and irrelevant data” required by 
various Government questionnaires, etc. He esti- 
mated that his company’s net earnings had been re- 
duced nearly 10% by having to prepare data for 
numerous Federal agencies, industry committees, 
ete. Share earnings of $2.47 were about 13% below 
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last year. 

Looking further ahead, the Petreleum Industry 
War Council has estimated that maximum protec. 
tive capacity next year may be nearly 200,000 
barrels below demand and in 1945 nearly 400,000, 
Military demands may further increase the dis- 


parity. While the Council admitted that there is at : 
present an excess capacity for production of about | 
500,000 barrels over present output, this potential | 


gain is almost entirely unavailable because of trans- 


portation bottlenecks, in their opinion. Regarding | 
the OPA’s recent statement that a price advance is | 


not warranted, the Council held that the report 


covered only about 15% of the producers in the | 
industry—the larger units—and that the costs of | 
the smaller producers making up the remaining | 
85% (about 30% in actual production) are much | 


higher than for the big producers. Thus as in many 
other present day conflicts over economic policies, 


the issue narrows down to the proper interpretation i 


of statistical data. 


Prices May Be Raised 


It remains possible that sentiment in T'exas— 
which produces 40% of our oil—may result in 
action by Congress to override OPA price restric- 
tions on crude. Sentiment in that State is said to 
favor a 50% increase over the present $1 price. 
Any advance, however small, permitted by Wash- 
ington would naturally be a favorable factor for the 


1943 earnings outlook, though it remains possible | 


that the tax position of the producing companies 
may be hurt by some change in the depletion allow- 


ance, which the Treasury Department apparently | 
considers to be over-generous under the present law. |_ 

But the previous Congress refused to accept the |— 
Treasury views on depletion; and therefore it seems | 


very doubtful that the present Congress will do so, 
since it is generally more conservative in economic 
leanings than before and the Republican representa- 
tion in the House has been greatly increased. On 
the whole, the industry’s relations with the Adminis- 
tration have been improved substantially during the 
war effort. More than most in Washington, Petro- 
leum Administrator Ickes has won respect for his 
policy and attitude; while on the other hand he has 
been prompt to acknowledge the good job done by 
the oil companies in meeting their difficult problems. 

From a longer-term investment standpoint, sound 
oils offer many more advantages than disadvantages. 
Shares of both the crude producers and the big in- 
tegrated companies constitute as good an inflation 
hedge as is available in that their huge oil inventories 
—the great bulk of which is underground reserves— 
will not only be valuable but readily marketable for 


consuming uses which are subject to further long F 


range expansion and which, practically speaking, can 
not be served by any competing commodity. Moreover, 
oil is a “growth” industry—especially as regards the 


great integrated companies whose activities are be- © 
coming more and more diversified and who in future 


will be chemical companies, as well as oil companies, 
with resultant benefit to earnings. 
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Position of Leading Oil Stocks 





Book Net Quick 1936-39 
Assets Avge. Net Net 
Per Sh. 


1941 


COMMENT 





*Amerada Petroleum 


3.26 


Strong reserves, conservative accounting, good prices, 
and lease and royalty income are favorable factors. 
Usual $2.00 dividend indicated. 





SSRs as 


Sabi tue 


5.16 


Military demand partial offset to loss in normal trade. 
Strong position in eastern U. S. should be maintained 
after war. $0.60 - $0.70 dividends expected for 1943. 





2.25 


+i Nei 





Reserves eet la 
tive. Prices g ime outlook generally satis- 
factory. Usual $ 30. 60 div co likely. 





1.25 


Aviation fuel and explosives ay a demand large. 
Reserves ample. Has long pipe line system. Earnings 
record and outlook fair. $0. 50 payments ict 1943 likely. 








3.29 


Fully integrated. Accounting conservative. Trade posi- 
tion excellent. Crude situation strong. Peace time out- 
look good. $1.00 dividends should be continued. 





ee ee 


3.70 


Operating position strong. Reserves considered ample. 
Full participation seen in cyclical growth of oil industry. 
Year's dividends expected to equal 1942 total. 





3.93 


Over 70% owned by Standard Oil of N. J. Reserves 
large and trade position strong. Earnings record good. 
Peace time prospects excellent. $1.50 - $2.00 dividend 
seen for 1943. 





Mid-Continent Petrol. .... 


2.62 


Lubricant demand features war business. Location of 
reserves in pro-rated areas restrict near-term —- 
potentialities. $1.00 - $1.25 dividends 1943 possibility. 





1.42 


Ample reserves, good prices, conservative accounting, 
cyclical industry growth and preferred stock elimina- 
tion are aid to earnings outlook. Higher dividends 
possible this year. 





0.32 


Operates in Southwest. Record improved since 1938 
reorganization. Initial dividend paid April, 1942. An- 
other $0.10 | payment possible this year. 








*Phillips Petroleum 


3.92 


Facilities considerably expanded. Oil and gas reserves 
large. Low-cost operator. Trade position strong. Out- 
look excellent. $2.00 dividends probable for 1943. 








1.48 


Functions chiefly as producer. Reserves believed sub- 
stantial. Good earnings record expected to continue in 
future. $0.80-$1.00 cash, plus stock, dividends ex- 
pected for 1943. 





2.86 


Military needs sustain operations. Reserve, refinery and 
transportation situation good earn- 
ings foreseen. Higher dividends as this 9 year. 








Seaboard Oil of Del 


1.02 


Reserves large. Accounting pactices conservative. 
Earnings, however, have receded in recent years. Out- 
look fairly good. Usual $1.00 payments expected for 1943. 





1.33 


Large integrated company. Operating efficiency in- 
creased. Should participate fully in cyclical industry 
growth. $1.00 dividends likely for this year. 








6.03 


Improved profits feature recent annual operations. Out- 
look good with aviation subsidiary offering further pos- 
sibilities. $1.25 - $1.50 payments 1943 probability. 





1.38 





Large international pa Corrine record fair. 
Long-term Div » paid since 
1911, expected to equal 1942 "payments. 





Standard Oil, Calif. 





2.53 


Leading Pacific Coast oil concern. West Coast reserves 
large. Earnings record, and outlook, good. Dividends, 
paid since 1912, may exceed 1942 total. 





3.17 


Largest Middle West oil concern. War product facili- 
ties ——- Record good. Outlook favorable. Divi- 
dents, paid since 1894, should equal 1942 payments. 





*Standard Oil, N. J. 


5.15 


Foremost American oil company. Activities widely di- 
versified. Aviation and synthetic rubber growth should 
help extend excellent earnings CS Dividends, paid 
since 1882, probably $2.00 for 1 
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7.47 


aoe demand, particularly for aviation gasoline, 
large. Nearly all crude oil purchased. poy record 
good. Outlook favorable. $2.00 payments likely this year. 





5.64 


Earnings record consistently good. Shipbuilding activi- 
ties important, Neg es for about one-fifth profits 
Prospects : paid since 1904, proba- 
bly ST. 00 this year. 











WONS COs oot 47.66 


4.77 


Profits improved in recent years. Reserves large. In- 
vestment interests important. Trade status strong. Divi- 
dends, paid since 1905, expected to equal 1942 total. 





Tide Water Assoc. 


2.09 


Lower sales seen for near future. Trade position good. 
Moderate cyclical earnings gains seen for future years. 
$0.60 - $0.75 payments probable for 1943. 





Union Oil of Calif 


1.34 


Has strong West Coast trade position. Military needs 
sustaining sales. Peace time outlook encouraging. Usual 
$1.00 dividend expected this year. 





(f)—As of Dec. 31, 
mended for income and appreciation. 


a)—None available, because of excess senior capitalization. 


A—High Grade. 


(b)—Do es not give effect to Feb. 1942, financing. (c)—Plus 100% stock div. in 
1941, none available because of excess senior capitalization. E—Estimated. NE—Not estimated. *Recom- 


B—Good C—Fair. p—Preliminary. 
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FE rom the standpoint of value of output of military 
equipment of all types, perhaps no other division of 
industry excels the manufacturers of motor cars, 
trucks and accessories in the magnitude of their 
contribution to the nation’s war effort. Production 
of armament by these concerns in 1942 is estimated 
as in excess of $4,600 million (and this was in addi- 
tion to output of more than $800 million in items 
for civilian utilization). 

Moreover, if the world conflict continues through- 
out 1943—and of this there appears little doubt— 
the production value of military output by the 
makers of automobiles and their accessories will, in 
all likelihood, this year surpass the tremendous total 
of 1942. 

Air power is playing a tremendous, if not actually 
decisive, role in this battle of the nations. Small 
wonder, then, that of the $14 billion or more of war 
orders held by the motor car and truck manufac- 
turers and the makers of autoparts at the beginning 
of 1943, about 50% was for aircraft and aviation 
equipment. Although no details can be furnished, 
it is obvious that the automotive industries are turn- 
ing out, or contributing toward production of, a 
large portion of the total of 5,500 fighting planes 
being manufactured every month in this country. 

The tire and rubber goods industry likewise is 
devoting virtually all of productive facilities to war 
work of various types. Occupation of the world’s 
chief rubber producing areas in the Far East by the 
Japanese compelled cessation of practically all rub- 
ber goods output except for military purposes. 
Furthermore, the major companies in this field have 
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extended their activities to include the making of 
many metal lines, which range from ammunition 
parts to aircraft sub-assemblies, as well as manage- 
ment of Government-owned war plants on a fee basis, 
An example of the broadening of aviation activities 
is furnished by Goodyear Tire & Rubber Co., which 
recently turned out its first combat airplane. 

























Synthetic Rubber Activities 


Rapid depletion of raw rubber supplies has com- | 
pelled intensification of plans for large production 
of synthetic rubber throughout the year. B. Ff, 
Goodrich Co., late in 1942 had in operation two 
synthetic rubber factories, with an annual capacity 
of 20,000 long tons, while another plant, with an 
initial annual capacity of 10,000 long tons was being 
constructed jointly by this company and Phillips | 
Petroleum Co. During 1942, the Goodrich affiliate, F 
Hycar Chemical Co., produced more butadiene-type 
synthetic rubber than all other American plants. 
Synthetic rubber plants of Goodyear are being ex- 
panded, while Firestone and U. S. Rubber, among | 
others, are also participating actively in the syn- 
thetic program. 

Aggregate tire output last year approximated 
17,000,000 units, about 12,000,000 of these being 
heavy-duty tires, largely for military and aviation |, 
use. If the problem of lack of materials for ex- [ 
pansion of the synthetic rubber program can be |. 
solved, it is probable that the 1942 total tire output F 
can be exceeded this year, but, in any event, com- | 
paratively few new tires will be available for civilian | 
use during 1943. : 

The heavy expenses and loss of revenue attending | 
the transition from normal production to the manu- [- 
facture of armament items had a rather deleterious | 
effect upon profits of leading concerns in the auto- | 
mobile trades during 1942. Liberal charges for | 
post-war rehabilitation, inventory reserves and taxes; | 
as well as sharp reduction in net sales, were respon- | 
sible for the recessions noted in interim and annual 
reports. Chrysler, for example, reported net income [7 
of $3.57 per share, as against $9.22 in 1941. AP 
charge of $10,000,000 for post-war plant rehabili- 7 
tation was equal to $2.30 per share. Federal income 7 
taxes equalled $5.05 per share. No provision was 
considered necessary for excess profits taxes. Gen- 
eral Motors has not yet reported for the full year | 
1942, but sales for the first nine months of last year 
were 17% under those for the same 1941 months, Fj 
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while net income fell to $1.76 per share of common 
from $3.56 in the similar period of 1941. 

Operating experience varied among the leading 
accessory makers. Sales of Bendix Aviation Corp. 
tripled during the fiscal year ended Sept. 30, 1942, 
but so did excess profits taxes—the latter being 
equal to over $18 per share—as a result of which 
net income dropped to $5.90 from $6.30 per share 
in the preceding fiscal year. Electric Storage Bat- 
tery Co. reported a 25% gain in sales for 1942. 
Excess profits taxes (minus the post-war credit) 
were equal to $3.56 per share, and net income 
amounted to $2.20 per share, as against $3.65 in 
1941. On the other hand, Thompson Products, Inc., 
with a sales rise of 40% for the nine months ended 
Sept. 30, 1942, overcame a large increase in income 
and excess profits taxes, and reported net income 
of $4.61 per common share, compared with $3.92 
for the same months of 1941. 

U. S. Rubber Co. was severely affected by loss of 


' its Far Eastern plantations consequent upon occu- 
' pation by the Japanese. Sales declined about 8%, 


while provision for war losses of $15,487,000 in 1942 
amounted to $8.90 per share of common. Net profits 


available for the common declined to $1.82 per share 


from $4.86 in 1941. A 31% increase in sales of 
Firestone for the fiscal year ended Oct. 31, 1942, 
more than offset doubling of excess profits taxes, 
and net income advanced to $5.04 per common share 
from $4.37 in the previous fiscal year. The expe- 
rience of Goodyear was somewhat parallel, with a 
35% rise in sales for the 1942 year helping to ac- 
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ing to $5.46 per share of common, as against $4.68 
in 1941. Goodyear was favored by a debt retirement 
— of $1,294,000, which amounted to $0.63 per 
share. 

Except for possible effects of limitations imposed 
by occasional shortages of raw materials, operations 
of the automobile, the accessory and the tire com- 
panies, now concentrated almost entirely upon pro- 
duction of military items, will continue at near 
capacity levels for the duration. Earnings of 
accessory and rubber groups should hold close to 
present good levels. For General Motors and 
oS earnings will be well above depressed levels 
of 1942. 


Post-War Motor Demand 


The transition to a peace time economy will also 
entail heavy expenses for reconversion of operating 
facilities to normal production. With personal sav- 
Ings mounting, notwithstanding higher actual and 
prospective taxes and living costs, the potential 
post-war demand for automobiles will be tremendous. 
(In January, a survey of the U. S. Chamber of 
Commerce indicated that 2,600,000 people expressed 
intention to buy automobiles within six months after 
the end of the war.) Nevertheless, a considerable 
period of time must elapse after the end of the war 
before profitable production of normal lines can be 
undertaken, and this connotes restricted profits for 
leading factors in the industry. It appears certain, 
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moreover, that history will repeat itself in this field, 
with Ford, General Motors and Chrysler againg ob- 
taining the major portion of available business in 
the passenger car and truck field, although inde- 
pendents such as Fruehauf Trailer Co., Mack 
Trucks, Inc., Twin Coach Co., and White Motor Co. 
should record good profits during periods of national 
prosperity. The increasingly important position 
of Packard Motor Car Co., in the aircraft and 
marine engine field may compensate for its limited 
potentialities in the sale of passenger cars. Stude- 
baker will make a strong bid for business in old and 
new markets. 

Among the automotive accessory makers, re-con- 
version to peace time production will be a less 
onerous problem than in the case of the motor car 
manufacturers. Despite the growing potential mar- 
ket for automobile equipment, the best prospects 
exist among concerns which have found non-auto- 
motive operations sufficiently profitable to induce 
them to continue and extend such operations in 
future years. Bendix Aviation Corp., a large pro- 
ducer of starting drives, brakes, carburetors and 
automatic clutch controls for automobiles, is also a 
dominating factor in aviation, turning out car- 
buretors, magnetos, starters, and various other 
equipment for airplanes. This consideration should 
assure somewhat more stable annual earnings, 
despite the inevitable fluctuations in automotive de- 
mand. Aviation will also play an increasingly 
important role in the affairs of Bohn Aluminum & 
Brass Co. This is seen in the construction of a new 
plant for manufacture of aluminum parts for air- 
planes. Aluminum has the advantage of lightness 
in weight, vital to the operation of aircraft. Di- 
versification has been further accomplished through 
manufacture of brass and aluminum parts for 
makers of refrigerators, washing machines, etc., 
while development of magnesium alloys also offers 
excellent long-time profit possibilities. 


Position of Accessory Companies 


Borg-Warner Corp., which normally derives about 
50% of revenues from automotive sources, and 20 % 
or more from its Norge household appliance division, 
is also an important maker of washing machines, 
oil burners, air-conditioning equipment, farm im- 
plements and specialty steel products. Aircraft 
equipment may also increase in the years ahead. 
Although Briggs Mfg. Co., has entered other fields, 
such as production of pressed steel plumbing ware, 
window mouldings and regulators, indications are 
that this company will be chiefly dependent on auto- 
motive business for its livelihood in the future. Re- 
vived production of “Deepfreeze” units for food 
production, as well as extension of nickel and 
chrome plating activities and of application of 
imitation wood finishes to steel, should reduce de- 
pendence of Motor Products Corp., on strictly auto- 
motive revenues, though the latter will continue 
important in peace time. Aviation operations now 
dominate the activities of Thompson Products, nor- 
mally an important (Please turn to page 669) 
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Position of Leading Automobile, Truck, Auto Accessory and Tire Stocks 


i 936-39 1941 1942 pion Ont 
Book Net Quick 1936-39 verage ivi- 
Value phe Avge. Net Net Net Dividends dends Investmest COMMENT 
Company Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Paid Mkt. Rating 


i k ori two billion dollar annual rate, 
*Chrysler Corporation “ 32.49 10.13 9.22 3.57 7.25 3.50 A 3 aces’ cuieoumas wesition should scan excelles: 


post-war profits. $3.00-$3.50 dividends expected for 
1943. 














Dominates automotive field; also active in other lines. 
oe ; ‘ : : P : Sse factors assure full participation in peace time 
industrial operations. $2.00 dividends likely this year, 





d providing current profits. Pre-war record 
oe , wae Galleak andar powse conditions uncertain. Large 
FC loans bar dividends for near future. 





Aircraft parts and ordnance feature war work. Strong 
a F : ; ‘ complies may mean reversion to erratic earnings in 
future years. No dividends in prospect. 





Reorganized in 1942, following several years of losses. 
o” ” Dee. 31, 1941, financial position poor. Post-war out- 
look uncertain. Dividends appear remote. 








1.03 4.93 5.00E 1.12 3.00 Over 75% of output believed of military nature. Trade 
position strong. Normal earnings vary widely. Divi- 
dends, paid since 1922, may this year equal 1942 total. 


0.43(b) 1.08Se 0.89Se 0.37(b)0.50 Organized late 1936. Post-war auto competition will 
be keen, but refrigerating, air-conditioning, etc., 
revenues should be helpful. $0.50 dividends possible 
this year. 








Large aviation and marine engine output featuring 

rations. Normal auto competition strong, but avia- 
ion motors offer = post-war prospects. Another 
dividend possible this year. 





d1.01(c) 2. F Seuiion improved by reorganization, but company 
will face post-war competition from stronger com- 
panies. Small dividend possible during 1943. 


0.47 0.92 War volume substantial. Basic position somewhat bet- 
ter, and fair earnings levels are possible after wor 
ends. Another small dividend probable later in year. 


d1.55 F 5.00E . Holds strong position in truck division. Replacement 
business important. Average good earnings probable in 
peace time. $1.00-$1.25 dividends expected for 1943. 


0.55(e) 0.30Se 0.53Se Reorganized late 1936. War business good, but sharp 
normal competition detracts from post-war prospects. 
pi ne gl and preferred arrears preclude common 

lv s. 


9.63(f) 3.58(f) 0.70(f) 3.01(f) “2.25E - Controlled by General Motors, which has offered to 
acquire all assets in exchange for G. M. stock. Post- 
war outlook satisfactory. $1.00 dividend basis likely 
for near term. 

















American Bosch Corp m . 3 P Because of former German ownership, control has been 
assumed by U. S. Government. Patents and products 
important to war effort. 1943 dividends uncertain. 


*Bendix Aviation 3 = J : Record sales seen for duration, while strong position in 
auto parts and aviation fields will help post-war oper- 
ations. $3.00-$3.50 dividends probable for this year. 


Bohn Aluminum - R s R R a i Though auto markets most important, diversification in- 
creasing rapidly. These factors, plus new alloys, pro- 
vide excellent peace time prospects. $2.00-$3.00 divi- 
dends likely for 1943. 


Borg-Warner ..........-.. +. R 3.25(g) 3. r 1.46(g)1.60 Output well-diversified in auto parts, refrigeration, air 
conditioning, etc. Rehabilitation should provide good 
post-war demand. $1.60 dividend rate indicated. 














Bower Roller Bearing.... ; 3.09 . 2.12 2.50 Normal output well-diversified, though auto markets 
dominate. Good earnings record should be maintained 
after war. $2.00-$2.50 dividends 1943 probability. 


Briggs Manufacturing .... m x 2.88 B R R d Leading independent auto body builder. War work ex- 
tensive. Normal lines, plus new metal-working business, 
should sustain post-war profits. $2.00 dividend basis 
expected. 








Briggs & Stratton F R sf * i Leading maker of auto locks and small portable gasc- 
> line engines. These and other products should extend 
good earnings record into post-war years. $3.00 divi- 

dend 1943 rate indicated. 


Budd Manufacturing ; é FE Wer work will sustain near-term earnings. Stainless 
steel cars and trains offer possibilities in future years. 
RFC loans and $84 preferred arrears preclude common 
payments. 


Despite new railroad car brake and new metal harden- 
ing process, chief normal dependence is on auto trades. 
a \ ame fair. Year's dividends may equal 


Camp, Wyant & Cannon 22.21 p : R m R “ Earnings probably high for duration. Normal business 
automotive origin; thus, pre-war erratic — 
may recur in peace years. $1.00-$1.25 dividends prob- 

able this year. 


*Clark Equipment é R 5 i F y Good ts likely this year. Drills and tools give 
diversification, but auto parts volume mos? important. 
Earnings record and post-war Hook tisfactory. 
$3.00 basis expected for 1943. 
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~ Position of Leading Automobile, Truck, Auto Accessory and Tire Stocks—Continued 


1936-39 1942 
Book Net Quick 1936-39 1941 1942 Average Divi- 












Value Assets Avge. Net Net Net Dividends dends Investmest COMMENT 
Company Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Paid Mkt. Rating 
<a 3. War orders large. Growing agricultural and industrial 
Cleveland Graphite ...... 18.30 1.53 3.73 4.28 4.25E 2.20 2.00 B patentee Re ool - rica 





Pp nce on tive revenues 
in future. $2.00 dividends likely again this year. 

















































































































































































































































; 3 War textile backlog large. Auto sources account for 
al _ ‘Collins & Aikman. .......... 26.32 11.53 4.47 5.15Fe 1.07Fe 2.50 0.25 B ah at Gad. 2. OC ae ae, ee 
sted { earnings record good. Post-war outlook favorable. 

as Small 1943 dividend probable. 
i ls S B 2 Normal automotive position strong, with aircraft engine 
Ad hens, Eaton Mfg. CO. .......... 24.54 11.91 2.74 6.20 7.00E 2.09 3.00 Mepond exnemaiten aastiian siven, wile stoccelt ceabep 
nis vane tialities. Usual $3.00 dividend basis anticipated. 
ae | = x 2.2 B 3 Leadi independent in auto electric uipment field. 
E room Electric Auto-Lite .......... 20.96 7.91 3.30 4.90 3.75E 2.30 5 se eS ue a dee 
E = ful in years ahead. $2.00-$2.25 dividends likely for 
this year. 
Strong : ; : 
Pade 3 : 31 2.00 B 3 Stability of earnings features annual operations. Auto 
rnings in Ti Electric Storage Battery 38.82 27.10 2.06 3.65 — markets lead, but outlets well-diversified. Outlook 
" good. Dividends, paid since 1901, should hold at $2 
of losses. | vate. 
war out- ° 
. fp i 5 040c 1.41 1.50 B 2 Varied war work extensive. Normal products well- 
Firestone Tire & Rubber 45.63 (a) a Se hae diversified. Earnings record good. Synthetic rubber 
ote activities hold promise. $1.50 dividends likely this year. 
ly. Divi- ss ene ° or) or 
a ‘ 3 .04N 2.37N 0.38 1.00 B 2 Has strong position in replacement and ''fleet'' fields. 
}42 total. RA aS ae —_ — — , Recent radio chain purchase broadens commercial in- 
ition will 4 terests. $1.00 dividends probable for 1943. 
ig, ete, Fo : 2 5.72 0.75 1.00 c 2 Diversification greatest in its field. This factor, and 
| possible Goodrich, B. F. .............. 34.92 6.82 1 63 : synthetic rubber activities, provide good post-wor 
prospects. Year's dividends may exceed 1942 total. 
featuring a . 5.46 0.94 #+41.25 B 2 Output varied, but largest revenues from tires. Earn- 
but avie- |) Goodyear Tire & Rubber 32.03 — — : t ings record good. Full participation in normal trade 
Another F seen after war. $1.00-$1.25 payments probable this 
3 year. 
company “He. Be x . 48 2.53 1.55 1.28 0.80 c 3 All plants on war work. Auto markets most important, 
ger com- Houdaille-Hershey “'B''.. 6.79 —_ ' but refrigeration and aircraft equipment should aid 
peace time sales. $1.00 payments possible for 1943. 
what bet- i i 
| SS eiscenxt x i d0.05 3.04A 3.31A 0.38 0.75 D 2 Tractor parts sales increasingly important, but auto 
ifter wor Kelsey-Hayes ‘"B" .... baie —— ° . wheel output dominates. Profit record erratic. Peace 
in year. time outlook fair. $0.75 dividend expected for this 
7 > year. 
p 
robable in 7 i 28.55 3.43 6.140c 5.360c 1.78 2.25 B 3 Earnings gains steady over past decade. Tire sales of 
for 1943, fay lee Rubber & Tire ........ aad - replacement nature. Peace time outlook favorable. 
hed shen a Year's dividends should equal 1942 total. 
ut s BS 
prospects. Fi) “Motor Products. ccc... 17.63 9.65 1.56 1.04Je 1.94Je 2.06(h)0.50 C 2 Makes extensive line of auto parts, also food-freezing 
y commen fam ‘Meter Products .. devices. Normal annual results variable. Post-war 
prospects fair. $0.50 dividends possible this year. 
fered t0 FB Motor Wheel ....... cscs: 16.20 7.58 1.79 2.70Je 2.17Je 1.18 0.80 C 3 Large maker of wheels, hubs, etc. Also oil-heating 
ck. Post. FE on. oun and other lines. Diversification is aid to 
asis likely peace time operations. $0.80-$1.00 dividends likely 
for 1943. 
| hes been Raybestos-Manhattan .. 30.32 17.45 2.19 3.27 3.50E 1.48 2.00 8B #2 Enjoys large automotive and industrial markets. Earn- 
J products > 7 ings record excellent. Long-time outlook encouraging. 
ertain. Dividends, paid direct and by predecessors since 1895, 
pniition ts ‘s may equal 1942 total. 
wer oper e Reynolds Spring ............ 9.84 4.22 0.57 2.77Se 1.16Se 0.50(i) 0.50 C 3 Second ranking maker of upholstery springs. Earnings 
this year. is record unimpressive, but plastic lines may be helpful 
ee RN a after war. Small dividend possible this year. 
Moys, PFO F Spicer Mfg. .ose..scccssssses+- 45.97 (a) 2.86 9.42Ag 10.57Ag 1.88 3.00 8B 2 Auto parts lines have been expanded in recent years. 
$3.00 divi- fF Trade position improved. Earnings record commendable. 
= = good. Dividends may approximate $3.00 for 
ration, cir Es 1943. 
wide good | Stewort-Warner. ............ 14.20 7.82 6.85 1.30 2.75E 0.56 0.50 c 2 Production increasingly diversified, though auto busi- 
ated. Bi ness still most important. Long-term profit prospects 
aaa g fair. $0.50 payments are probable for this year. 
maintained F Tthermoid ENR scsecessccns 3.48 2.06 0.19 1.20 0.85E None 0.40 C 2 Pre-war record erratic, but improved operating 
ability . bs methods and developments in plastics and other lines 
i help post-war outlook. Dividends of $0.40-$0.50 pos- 
4 work ex: [7 sible in 1943. 
dend bosis [7 *Thompson Products ........ 26.23 5.10 2.68 5.36 8.00E 1.11 1.50 B 2 Prospects in peace years favored by increasing diver- 
ES sification, especially in airplane parts division. $1.00- 
ey wae x $1.25 dividends may be paid during year. 
uid extend FP timken Detroit Axle ...... 18.02 12.38(j) 2.18 5.0lJe 5.25Je 1.50 3.25 C 2 Wer orders large. Oil burner and machinery equip- 
$3.00 divir F ment lines will aid overall revenues in normal times. 
BS $3.00 dividend basis expected for 1943. 
,_ Stainless F) Timken Roller Bearing... 19.59 10.71 2.99 3.92 4.25E 3.06 2.00 B 2 Leader in its field. Widening of bearing markets and 
ture yeors. addition of other lines will be helpful er war ends. 
de common Year's dividends should equal 1942 payments. 

Tare, ROBBER core. cccisccses- 29.52 (a) 1.16 4.86 2.00E None None C 3 Largest rubber products fabricator. Operating status 
tal harden- greatly improved. Addition of many non-tire lines aids 
juto woes post-war prospects. Further small dividend possible 
may eque later in year. 
ca buctaedl Sg tenes 23.11 8.24 1.76 3.3531 1.15JI 1.38 None c 3 
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All operations on war work. Leading maker of spring 
wire products. Market diversification good. Long-term 
outlook fair. Small dividend possible during 1943. 


d—Deficit. E—Estimated. NE—Not estimated. Fe—Year ended Feb. Je—Year ended June. Ji—Year ended July. 

, Year ended Sept. Oc—Year ended Oct. Nv—Year ended Nov. (a)—None available, because of excess senior capitalization. (b)—1937-39 in- 

Clusive. (¢)—-Predecessor company. (e)—1938-40 inclusive. (f)—Combined common and ''B'' stocks. (g)—Adjusted for 2-for-1 split in 1937. 

(h)—Exelusive of 100% stock div. Feb. 1936. (i)—Exclusive of 100% stock div. June 1936. (j)—Does not give effect to Sept. 1942, financing. 
ecommended for income and appreciation. 
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' reports of the chemical companies for 
1942, now available in considerable number, reveal 
that operations in that industry last year made 
favorable comparison with those of leading organ- 
izations engaged in a wide variety of industrial ac- 
tivities. Declines from 1941 levels predominated, as 
was to be expected in view of higher taxes and costs, 
but there were exceptions. Commercial Solvents 
Corp., for example, reported $1.27 per share of 
common, compared with $0.99 in 1941, while profits 
of United Carbon amounted to $4.47 per share, as 
against $4.30 in 1941. It is true that concerns such 
as American Agricultural Chemical, Dow Chemical 
and U. S. Industrial Alcohol also reported higher 
earnings for the fiscal years ended in June or earlier, 
but these fiscal statements, of course, did not give 
full effect to the higher tax bases of the 1942 Rev- 
enue Act, or to the progressive rise in costs through- 
out 1942. 


Volume Still Rising 


With war needs the most impelling factor, and 
further aided by expansion of productive facilities, 
new records in gross chemical output are destined 
for 1943. New construction will be largely devoted 
to providing the equipment for the processing of 
synthetic rubber, chlorine, ammonia, powder, mag- 
nesium, and various synthetic resins. Shortages of 
materials may impede construction progress to some 
extent, particularly in the case of synthetic rubber; 
however it is probable that Federal agencies, with 
the urgent requirements of the armed forces in mind, 
will exert every effort to make adequate materials 
provision in order that these additional facilities 
may be completed as expeditiously as possible. 

Analysis of the different divisions of chemical ac- 
tivity indicates that sulphur consumption is at the 
highest levels in over a decade, the higher demand 
being chiefly due to use in munitions, and to a lesser 
extent in the manufacture of hydro-chloric acid and 
aluminum. Output of military explosives obviously 
will continue at maximum levels, while commercial 
explosives demand is expected to be substantial 
throughout the year. 

Prospects that synthetic rubber production may 
be measurably expanded during the latter months of 
1943 aid the outlook for carbon black manufacture, 
inasmuch as the processing of the synthetic sub- 
stance requires a proportionately larger amount of 
carbon black than in the case of crude rubber. 
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Long-Term Chemical Outlook 
Optimistic 


Growth, Rather than Income, Should Determine 
Share Selections 















Natural gas sales, which are an important factor in [ 
earnings of the carbon black makers, are expected 
to show further gains this year. The price situation 
in this chemical division is satisfactory, while liberal | 
depletion allowances—as in the case of the sulphur | 
companies—should largely offset the effects of in- 
creased taxes. 

The critical American food situation, considered | 
in connection with the tremendous demands of the 
armed forces, as well as for lend-lease purposes and | 
post-war feeding of the desolated nations, must have | 
its sequel in continuing heavy sales of fertilizer ma- | 
terials. Certain of such materials are in insufficient | 
supply, but stocks of sulphuric acid, phosphate rock |_ 
and potash are believed adequate. Higher average | 
fertilizer prices will help offset the effects of in- |- 
creased taxes on corporate income. ' 

Because of the greater utilization of the products | 
of chemistry in many phases of American life (and | 
these embrace many substances such as plastics, syn- | 
thetic rubber, paints, and lacquers, textile fibers, | 
etc., etc.) as well as the celerity with which transition | 
to a peace time operating economy can be achieved, |— 
the post-war outlook for this industry is unusually 7 
sanguine. Virtually all of the well-managed chemical |_ 
organizations will benefit in varying degree from the |- 
wizardry of the modern Merlins, but the most poten- | 
tially lucrative profit potentialities will doubtless be | 7 
furnished by the equity issues of companies such as | 
Allied Chemical & Dye, American Cyanamid, Dow} ~ 
Chemical, duPont de Nemours, Monsanto Chemical | 
and Union Carbide & Carbon. 5 





























































Among the Leaders 






Allied Chemical ranks among the leading domestic | 
chemical makers, with leading customers including | 
the textile, soap, glass, paper, iron and steel, fer- | 
tilizer and building materials trades. The company | 
enjoys an enviable dividend and earnings record, | 
with payments on the stock having been made in | 
every year from 1921 through 1942. At the present [ 
time, however, the common shares are not considered | 
attractive, inasmuch as indicated return, based on 
last year’s $7 payments, is less than 5%. Growth | 
of American Cyanamid Co., during the past four- [7 
teen years has been accomplished to a large extent | 
by acquisition of other companies. Products and 
markets are widely diversified, and this process is 















3- 
continuing, especially in the fields of organic chem-) 
istry and plastics. Estimated earnings for 1942/7 ~ 

v 
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were $2.15 per share of Class “B” stock. Dividends ramifications extending into numerous fields, has 
last year totaled $1.35 per share, including $0.75 paid some dividend on the common in each year since 
paid in preferred stock. Including even such stock 1904. This company reported profits of $5.07 per 
ayments, the presumptive return on the stock is share last year, compared with $7.49 in 1941. Here 
less than 4%. again, a yield of less than 3% is provided on the 
Dow Chemical Co. reported $7.14 per common 1943 indicated dividend rate of $4 per share. 
share for the fiscal year ended May 31, 1942, as Monsanto Chemical Co. reported $3.75 a share of 
against $6.58 in the preceding fiscal year. Dow pro- common for 1942, as against $4.92 in the previous 
duces over 300 chemical items, and is particularly year. Monsanto, also, produces over 300 chemical 
active in development of magnesium, plastics and items. Constant development of new products, in- 
similar chemicals. Dow has paid some dividend in cluding plastics, is a favorable long-term factor, but 
every year since 1910, with a $3 annual rate being the shares yield only 314% at prevailing market 
in effect since 1937. On such a basis, a yield of only prices. Union Carbide, second ranking in the chem- 
2¥%,% is currently available. duPont, by far the ical industry, earned $4.10 per share last year, com- 
largest factor in the chemical industries, with its pared with $4.53 in (Please turn to page 668) 





Position of Leading Chemical Stocks 





1936-39 1942 
Book Net Quick 1936-39 1941 1942 Average Divi- 
Value Assets Avge. Net Net Net Dividends dends Investment COMMENT 
Company Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Paid Mkt. Rating 


Air Reducti 15.65 4.23 2.28 2.62 2.25E 2.00 2.00 B 2 War purpose demand large. Expanding markets for 
oxygen and acetylene gases provide excellent peace 
time possibilities. $2.00 dividends probable this year. 


Allied Chem. & Dye : 4.03 9.51 9.67 10.00E ; ; Capacity enlarged. War work high. Strong trade 
position and wide diversification should mean usual 
large peace profits. Usual liberal dividends expected. 


Amer. Agri. Chem. ........ 35.23 23.42 1.96(¢) 1.79(c) 2.87(e) 2.14(¢)1.70 8B Leading American fertilizer maker. Increasing propor- 
tion of industrial chemical sales should improve post- 
war trade status. Dividends of $1.50 likely this year. 


*Amer. Cyanamid ‘'B"'.... 19.68 2.69(a) 1.71 2.42 0.91(f) 0.60(k)B New products and further widening of already broad 
markets should extend secular profit gains. Combined 
cash and stock dividends on ''B'' may continue liberal. 


Atlas Powder J 4.96 3.78 6.13 . . x War demand heavy. Good position in extractive and 
construction industry markets should be held after war 
ends. $3.00-$3.50 dividends are 1943 probability. 























Columbian Carbon ; A a i . Important factor in natural gas, printing inks and car- 
bon black. Demand for latter will be aided by synthetic 
rubber development. $4.00 dividends seen for 1943. 





Commercial Solvents .... 7. - i i F x q Development in nitro-paraffins and vitamin products ex- 
pected to reduce dependence on solvents. Long-term 
outlook good. $0.50 dividends 1943 possibility. 





*Dow Chemical 5 4.08 6.58(g) 7.14(g) . i Has excellent record. Aggressive plastics and other 
chemical activities furnish excellent post-war outlook. 
Dividends, paid since 1910, should hold at $3.00 rate. 





*du Pont de Nemours if 6.56 7.49 5.07 le . Leader in chemical sales and development. _ Investment 
interests large. Peace time outlook optimistic. Divi- 
dends, paid since 1904, may_range $4.00 to $5.00. 





Freeport Sulphur ‘ ' i 3.05 1.50 2.00 Receding profits possible on post-war sulphur sales, 
but manganese and other mining ventures have poten- 
tialities. Usual $2.00 dividend indicated. 


Hercules Powder i 4 3.94(h) 4.23 i 3.15(h)2.50 8B Enlargement of chemical lines will cut post-war de- 
pendence on explosives. Overall outlook good. Divi- 
dends, paid since 1913, this year may equal 1942 total. 

Mathieson Alkali ; 1.43 1.90 - 1.54 1.12/72 ¢ War-time profits may be well-sustained, but secular 
downtrend in product prices suggests only fair long- 
term prospects. Small 1943 dividends likely. 


*Monsanto Chemical z , d ; < 2:75 2445 A 











Output and markets well-diversified. New lines further 
aid encouraging post-war profit potentialities. Current 
$0.50 quarterly dividend basis should be continued. 





*Texas Gulf Sulphur z : 2 x 2.31 2.25 Increasing industrial sulphur use | i d di 


on agricultural sources. Expectation of higher state pro- 
duction taxes affects profit prospects. $2.00 dividend 
basis seen for 1943. 








*Union Carbide F 6.79 3.90 4.53 Prominent role in plastic and other chemical develop- 


ment aids already excellent peace time possibilities. 
Dividends, paid since 1918, may hold at $3 rate. 





United Carbon 42.13(i) 6.10 4.76 4.30 Natural gas now most profitable line. Synthetic rub- 


ber growth in future will aid carbon black sales. Usual 
$3.00 dividend anticipated. 





U. S. Industrial Alcohol 56.04 20.94 0.26 2.14(j) 5.30(j) War volume will remain large. Revived post-war com- 


petition seen in alcohol lines, but chemical develop- 
ment may prove offsetting factor. $2.00 dividend basis 
expected for near future. 


Westvaco Chlorine 5 (b) 1.82 2.93 2.50E 1.15 1.40 Current sales should remain large, while broadening of 
chemical lines is favorable long-term factor. $1.40 
dividend basis may be continued. 








M4 E—Estimated. (a)—Does not give effect to Mch. 1942 financing. (b)—None available, because of excess senior capitalization. (¢c)—Adiusted for 
—* split in 1938. (e)—Year ended June 30. (f)—Plus stock. (g)—Year ended May 30. (h)—Adjusted for 2-for-1 split in 1937. (i)—Equity per 
are. (j)—Year ended Mch. 30. (k)—Plus $1.25 in pfd. stock. *—-Recommended for inceme and appreciation. A—High Grade. B—Good. C—Fair. 
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The Aireraft Industry’s 


Pros and Cons For the Future 


7 production in the United States re- 
cently has been around 5500 per month or at the 
rate of 66,000 a year—about double last year’s 
rate. Vast new factories are being built. Chrysler’s 
plant near Chicago will dwarf Ford’s Willow Run, 
while Bell Aircraft is building a plant in Georgia 
half a mile long and a quarter of a mile wide—big- 
ger than any similar building in the world. 

Plane output last year cost $5,000,000,000, this 
year will probably total $12,000,000,000, and the 
current backlog is $22,000,000,000. At its peak 
the industry will probably employ 1,000,000 people. 
Our newest bombers will fly faster than 450 miles 
an hour. New methods are being developed to build 
planes from plastics and plywood, using high fre- 
quency radio waves to bake the plastic under. pres- 
sure, thus making wood stronger than metal and 
the rivetless surface super-smooth. President Eugene 
Houdry has announced a new aviation gasoline of 
such octane content that aeroplane motors will have 
to be redesigned to make full use of its power. 


All-Wing Cargo Plane Planned 


Andrew Jackson Higgins, whose fame as a war- 
time shipbuilder is second only to that of Kaiser, 
is planning to produce super cargo all-wing aero- 
planes, and a cheap post-war helicopter for the 
average man costing $1500. 

Despite all these amazing developments, the avia- 
tion manufacturing stocks continue in a lagging 
trend. Standard & Poor’s index of 8 aircraft manu- 
facturing stocks is currently around 118, compared 
with previous ranges as follows: 1942—93-130; 
1941—113-153; 1940—116-179; 1939—102-184; 
1928-1938—14-385. 

Why don’t aviation stocks reflect the vast growth 
of the industry and the dynamic prospects for the 
post-war era—when, as one commentator puts it, 
there will be “skyways for all”? The answer may 
be in the fact that the industry is working patrioti- 
cally for the Government, with profits a secondary 
consideration. Many companies are paying out four- 
fifths of their earnings to the Government, and 
published profits figures mean little because of pos- 
sible renegotiation adjustments. The stockholder 
doubtless feels bewildered, unable to gauge current 
earning-power, and fearful that the industry may 
leave him “holding the bag” after the war. This 
attitude does not seem justified, however. 

Under Public Law No. 528, which permits the 
Government to recapture excess profits by renego- 
tiation, there will be no flat limit on profits. Nego- 
tiators will doubtless take into account the records 
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of the individual companies—their operating eff. P 
ciency, financial record, former profit margins, the) 
extent to which Government assistance in construct.) 
ing plants has been received, etc. It has bea| 
estimated that the percentage profit which the con.) 
panies may retain out of the sales dollar may rang) 
between 3¢ and 15¢. Since most companies pay ex- 
cess profits taxes, however, these will act as a leveling)” 


factor. 


Many companies will have a backlog of futur} 
cash or credit obtainable from three sources: (1)f 
special contingency reserves now being set up ou} 
of earnings; (2) post-war tax refunds under the} 
1942 Act; and (3) other refunds due to current) 
overpayment of taxes, where past earnings are rep 
negotiated. Moreover, after the war profit margin} 
will not be subject to the same restrictions as ap 
present. The tax burden will be substantially lower, 


BOHREN 5 ‘ 
o™! =e othe pee 


i 2/8 2 ae ak. a ee. 


it is hoped. The companies can take over large s 
Government-built plants on a reasonable cost basis) ti 


to the extent that they can use them. 


Large Post-War Plane Demand 


While the post-war volume of business will prob : 


ably be considerably lower than the war peak, it 
should nevertheless be better than the pre-war 
volume for several reasons: (1) the commercial aif 


lines will be in the market for a considerable number g; 


of planes to replace those taken by the Government 
for war purposes, and to make up the current de> 
ficiency due to priorities. It seems unlikely that the 
Government will immediately dump on the marke 
its excess of transport planes, which are only a small 
proportion of those currently being produced (th 


great majority being fighters, bombers and trainer 
planes). The anticipated “long armistice” and tle 


probability that either the United Nations or if 
revived League of Nations will maintain a heav> 


aeroplane force as the principal weapon for policingh j 


the world, makes it likely that at least a portion off 
the present huge backlog of Government orders wil 
be allowed to remain on the books. Due to the rapilf 
rate of obsolescence the Government may wish tif 
scrap its older planes and replace them with the 


latest models. 


Moreover, it seems probable that there will bey 


keen international rivalry for the extension of conf |; 


mercial airways after the war. While Pan-Americalf 
Aviation and other American lines have the advat-f 


tage in this respect, it is unlikely that the Briti 
and the Russians will give up without a strugg 


Foreign airlines may be heavily subsidized, and 1p 


our own country is to maintain a dominant positio}) j,. 
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/ Corporation. 


‘tember amounted to 


in world airways, the Federal Government will have 
to play this game also. All this will mean continued 


> large-scale business for the aviation manufacturing 
» companies. 


A great number of aviators trained to fly for the 
Army or Navy will wish to continue flying, for sport 
or business, and will be in the market for small in- 
expensive planes. If a cheap helicopter or autogyro 


' really can be made foolproof and flyable from the 
> owner’s back yard or garage roadway, the aeroplane 
' may eventually be substituted for the family flivver 
| —but this may not be an immediate post-war pro- 


gram. 
Air Stocks on Low Price-Earnings Basis 


In any event, the aviation stocks should still 
possess a great deal of “romance”—though for the 
moment the speculative spotlight has been stolen by 
such groups as the plastics, electronics, etc. Most 
of the leading aviation manufacturing stocks are 
selling at an extremely low ratio to 1942 earnings— 


thus allowing leeway for a considerable markdown 


due to renegotiation, etc.—and offer very high divi- 
dend yields. The following stocks — Beech, Bell, 


Boeing, Consolidated, Curtiss, Douglas, Grumman, 


» Lockheed, Martin, North American, United Air- 


craft and Vultee — are currently selling, on the 
average, at only 3.8 times earnings (while leading 


© stocks in the chemical industry sell at about 15-20 
\ times earnings). These stocks, based on the divi- 
» dends paid in 1942, yield nearly 9% on the average. 


Some of these issues are well-seasoned marketwise 
and have paid dividends for some years. ‘Thus 


' United Aircraft has paid for seven years, Douglas 
for five, Grumman ten, North American for six, 


Lockheed and Martin for four. Some of the specialty 
companies have had even longer records—Irving Air 
Chute fourteen years, Sperry nine, Aero Supply B 
six. Following are details on some of the more out- 
standing companies: 

United Aircraft was formed in 1934, in the split- 


\up of the former United Aircraft and ‘Transport 


It makes Vought-Sikorsky military 


| planes, the famous Hornet and Wasp air-cooled air- 
craft engines, Hamilton standard propellers, etc. 


Some earnings have been reported in each year since 
1934. At 33 the stock is currently selling at less 


} than 6 times the full year earnings for 1942 of 
TP $5.95 and the yield is over 9% based on the $3 


dividend. The backlog of unfilled orders last Sep- 


1,232,000,000 and is doubt- 


: > now much higher (it amounts to about $460 per 
) share). 


The company as of Dec. 31, 1942 had $78,000,- 


/ 000 in cash and U. S. securities, and total current 
| assets of $208,278,000, as compared with about 
» $86,176,000 current liabilities and $45,361,000 pro- 
| vision for taxes. There was no funded debt, but loans 
) of about $34,000,000 had been obtained on U. S. 
|Government contracts. 
» 260,069 shares of convertible preferred stock and 
‘} 2,656,691 shares of common. 


There were outstanding 


Douglas Aircraft was incorporated in 1928 and 


» has been one of the steadiest earners and best growth 
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companies in the business. While total assets at the 
end of 1941 were only about $73,000,000, the com- 
pany has maintained as its sole capitalization only 
600,000 shares of common stock. Earnings increased 
from 14¢ in 1933 to $30.29 in 1941 and an esti- 
mated $18.00 for 1942—as contrasted with only 
$1.19 in the boom year 1929. The stock has been 
unusually steady marketwise—in each of the past 
seven years it has sold well above the current price 
of 64, which is only 314 times the estimated 1942 
earnings. The low for the past four years was 51, 
so buyers at the current level are obtaining it at less 
than the average mean price of the past four years. 

Douglas has always been active in research and 
development work for the Army and Navy and 
hence has received a tremendous amount of Govern- 
ment business. Its planes have, of course, made an 
excellent military showing. Of the corporation’s 
backlog in mid-1942, over 90% was on a fixed-fee 
basis and about three-quarters of all business done 
in 1942 were this type. The current yield based on 
the $5 dividend rate is about 7.8% and considering 
the company’s good cash position and large earning 
power, the present $5 dividend rate seems reason- 
ably safe for the present—and possibly even for the 
post-war period. 


Examples of Rapid Profit Gains 


Consolidated Aircraft has had a remarkable “suc- 
cess” record in recent years, due to the high caliber 
of the management. Earnings increased from 89¢ 
per share in 1939 to $8.42 in 1942, these figures 
being after adjustment for a 100% stock dividend 
paid in October, 1941. As of November 30, 1942 
the cash position was very strong, amounting to 
nearly $38,000,000 out of the company’s total assets 
of nearly $179,000,000 (although the current ratio 
was only about $1.10 to 1). Sole capitalization is 
1,284,244 shares. In December, 1941 Vultee Air- 
craft acquired about 34% of the stock, and a merger 
of the two companies has been proposed. Consoli- 
dated is currently around 19, or about 4.2 times 
1942 earnings. 

Beech Aircraft, one of the smaller units in the 
industry, has enjoyed a very rapid growth in earn- 
ings per share, which jumped from 17¢ in 1940 to 
$6.04 in 1942. Capitalization consists only of 400,- 
000 shares. The company has specialized to some 
extent in lighter planes which may aid it in the post- 
war competitor struggle. The stock is currently 
below 10—only 1.6 times the earnings, and offering 
a yield of 10.3%. While naturally more speculative 
than Douglas and United, it appears to be in an 
interesting price range, and very conservatively 
priced in relation to current earnings. 

Boeing Airplane Co., whose “Flying Fortress” 
has proved one of the war’s most potent air fighting 
machines, earned about $7.00 last year, it is esti- 
mated, this being its best post-depression showing. 
While the restoration of peace will mean a sharp 
drop in output of military machines, the company’s 
normally good position in the commercial field 
should help mitigate the effects of the inevitable re- 
cession in earnings. 
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Position of Leading Aviation Stocks 





1936-39 1942 
Book Net Quick 1936-39 1941 1942 Average Divi- 
Value Assets Avge. Net Net Net Dividends dends Investment 
Company Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Paid Mkt. Rating COMMENT 





*American Airlines ° 14.57. 1.32 3.93 3.50E None 1.50 C Rate cut will affect mail revenues. War factors oly 
limit progress. Cyclical aviation growth helps peo 
prospects. Year's dividends may exceed 1942 total, 





Aviation Corporation .... 3.23 0.80 d0.16 0.42Nv 0.82 0.65 Investment interests large, but manufacturing increg;. 
ingly important. Record unimpressive. Peace time oy. 
look fair. $0.25 payments probable this year. 





*Beech Aircraft E 2.50 (a)d.05 1.18Se 6.04Se Pre-war record poor. War volume high, but pea 
time competition may result in sharp profit shrinkage, 
Some payment likely on common this year. 





Bell Aircraft : . . 5.55 7.00E Operations seen at capacity for duration. As compan 
makes no commercial planes, peace time prospects on } 
uncertain. Meanwhile, year's dividends may reach 194) | 
payments, 





Bellanca Aircraft War factors should mean profitable operations fy 


duration, but record suggests post-war reversion ty 
poor earnings exhibits. No dividends in prospect. 





Boeing Airplane 5.65 7.00E ‘Flying Fortress'' feature of war output. Strong mili 
‘ tary and commercial plane position augurs favorably 
for post-war operations. 1943 dividends may exceed 

1942 payments. 





Brewster Aero R A 0.14(a) None War time outlook good. Basic improvement should help 


sustain operations in transition to post-war commercid | 
work. Small dividend possible this year. ; 





*Consolidated Aircraft.... 7.20 r . 6.22Nv 8.42Nv Military producti di Smaller profit margins | 


in prospect. Army and Navy needs in early post-war} 
period should keep output high. Some dividend likely | 
this year. j 








Curtiss-Wright Engines provide about half of output. Increasing de 


mands for these and other company products mea 
continuing high operations. Payment expected on com | 
mon during 1943. 





*Douglas Aircraft R r 30.29Nv 18.00E ; Larger volume, but reduced profits, seen for duration, a 
Leading position in transport field is propitious peat: | 
time factor. $5.00 dividend may be declared this yeor. | 





Eastern Airlines : E ‘ Lower mail rates and limited public flying will affect 
near-term net. Secular aviation growth aids post-wor 
prospects. No initial dividend seen for near future. 





Grumman Aircraft : : . 1.51(e) 1.50 War output heavy. Planes have excellent fightin | 
record. Good earnings likely for next few years. $1.5) f- 
dividends are 1943 probability. 





Irving Air Chute ........... . s a é . c Makes parachutes, flying suits, etc. War business large, q 
but sharp contraction is probable in peace time. 194 > 
payments may equal 1942 total. § 





Lockheed Aircraft . 5 : Military and cargo planes being turned out. Economies > 
resulting from Vega merger helpful to post-war opera F 
tions. $2.00 dividend probable later this year. 





Martin, Glenn L. - ‘ A J Army and Navy chief normal customers. War profits 
should remain good. Revival of large foreign busines 
would be helpful post-war factor. $1.50-$2.00 divi 
dends seen for 1943. 





North Amer. Aviation... 4.88 : y 3.04Se y 3 Higher 1943 output expected. Normal work of militory > 
nature; thus, adjustment to peace basis may me 
sharp profit drop. 1943 dividends may reach $1.00. 





Pan American Airways.. 14.52 0.64(f) : 0.90(f) 1.00 Mail rate cuts adverse for near term. Company's ql 
strong international transport position provides 90 > 
post-war prospects. $1.00 dividends likely this yeor J — 





CE OTTY COPD. .nccrenscevencinrs Makes wide range of stabilizer and precision devices. 


War work vast. Aviation and maritime demand should F- 
provide good peace time revenues. $1.00-$1.50 poy F- 
ments possible this year. : 





— 


Trans. & Western Near-term profit outlook uncertain. Record poor. Sec : 


lar rise in air transport may provide post-war earnings 
improvement. No dividends in prospect. | 





*United Aircraft Backlog huge. Earnings record improved. Leadin>” 


position should assure full participation in long-tim > 
— expansion. Year's dividends may equal 19 
‘otal. 





United Airlines ............ ° Army has taken over much of equipment. Dominatin 


transport status is seen as yielding improved earnings 
nigel war ends. Another small dividend possible late 
in year. 





d—Deficit. E—Estimated. NE—Not estimated. (a)—1937-39 inclusive. (b)—None available, because of excess senior capitalization. (c)—Nol 
feasible, because of accounting complications. (e)—Plus 300% stock div. in 1937. (#)—Giving effect to 2-for-1 split in 1937. Se—Year ended Sept 
Nv—Year ended Nov. *—R ded for i and appreciation. B—Good. C—Fair. D—Marginal. 
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Wins the great bulk of 1942 earnings reports of 





"listed companies now released, the outstanding fact 


"shown is that corporate enterprise on the whole fared 
\much better than had been generally expected at 


) the start of the year. 
Company's ‘ 


Most earlier expectations had allowed for a de- 
jcline of about 20 per cent in industrial earnings 
» from the high level of 1941. Instead, the reports of 
/710 manufacturing companies reveal an average 
decline of only 13 per cent. 

Factors that moderated the decline were comple- 
ton of conversion to war work in the second half- 


year, with resultant large increases in volume; in- 


creased operating efficiency; and fourth quarter 
}adjustment of previous over-reserves for 1942 taxes. 

These 710 statements represent a large enough 
sample to be accurately indicative of the earnings 
trend for industry as a whole. For perspective, in 
4comparison with prior year results, let us put the 
composite result on a ratio basis, taking the average 
Profits of the boom-years 1928-1929 as 100. It 
works out like this: 1942 profits, 53 per cent of the 
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1928-1929 average; 1941 profits, 68 per cent of 
1928-1929; 1940 profits, 68 per cent; 1939 profits, 
56 per cent; 1938 profits, 29 per cent; 1937 profits, 
68 per cent; 1936 profits, 62 per cent. 

As compared with 1928-1929, last year’s indus- 
trial volume (Reserve Board Index) was up 71 per 
cent; profits of manufacturing companies down 46 
per cent. Of course, this is war and the bulk of the 
expansion in volume is Government-financed. It was 
not on the cards that the ratio of profits to volume 
could be other than sharply reduced, and I cite the 
statistics here merely for the record. As compared 
with the average of 1936-1937, when volume was 
partly supported by New Deal deficit spending, 
volume last year was up 66 per cent; profits down 
18 per cent. 

During the remainder of the war, aggregate 
corporate profits probably will be stabilized fairly 
close to present levels. The chief uncertainty is 
future tax changes. It is the consensus of Wash- 
ington opinion that the excess profits tax is already 
at maximum for the duration. The Treasury has 
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Companies Showing Substantial Declines in Earnings 
















































































1942 1941 
Coca-Cola Company $5.37 $6.78 
Great Northern Paper 1.69 2.44 
Simonds Saw & Steel 3.62 4.89 
Royal Typewriter (6 mos. Dec. '31)........ 16 4.28 
Simmons Company 2.10 3.03 
American Stove 1.07 2.64 
Hershey Chocolate 5.62 6.81 
National Malleable & Steel ...............++ 2.39 3.68 
S. S. Kresge 1.45 1.71 
Adams-Millis 2.02 4.00 
American Machine & Metals ..............+++ 2.09 2.38 
Ruberoid Company 2.48 3.93 
Worthington Pump 7.86 8.42 
Corn Products 2.74 2.37 
International Harvester (Yr. Oct. '31).... 4.95 5.87 
Marshall Field 1.68 1.95 
Electric Storage Battery ................000 2.20 3.65 
National Acme 4.77 6.29 
American Metal 1.82 2.24 
Armstrong Cork 1.95 2.86 
Chrysler 3.57 9.22 
Detroit Steel Products 2.60 4.03 
Hazel-Atlas Glass 5.69 6.63 
Kaufman Dept. Stores 1.52 1.85 
Mohawk Carpet Mills 3.03 3.62 
Westinghouse Electric 5.41 7.21 
American Chicle 6.57 8.13 
Consolidated Cigar 2.24 3.43 
Sharon Steel 2.76 3.40 
International Salt 2.82 3.76 
Safeway Stores 4.06 4.91 





long wanted—and will again demand—a 55 per 
cent combined normal and surtax rate, against 40 
per cent rate now in effect. It is conceded to have 
a good chance of getting a 45 per cent rate in the 
next general revenue measure—which again is un- 
likely to be completed until late in the year—and an 
outside chance of getting as much as a 50 per cent 
rate. The latter would, of course, substantially re- 
duce present earning power of many companies, 
especially those unable to expand volume. 

With practically all of the “slack” already taken 
out of industrial operations, and with conversion to 
war work so far along, the rate of gain in volume 
is already flattening out. Thus, there is much less 
chance from here on for increased volume—except 
in exceptional individual instances—to offset either 
higher operating costs or a further tax rise. 

Up to last year, increased taxes were entirely re- 
sponsible for lower total earnings. In other words, 
earning power before taxes was in a strong upward 
trend, despite rising operating costs. The benefit 
of expanded volume more than offset higher labor 
and materials costs. But it is very significant—in 
relation to 1943 earnings prospects—that the pre- 
vious rate of rise in operating earnings, by which 
I mean for our purposes earnings before taxes, has 
been sharply checked. In other words, quite aside 
from Federal taxes, cost and volume factors are now 
operating to hold down net income. 

Bearing on this point, it is interesting to note the 
following comparisons of sales and net income before 
taxes of 100 representative large industrial com- 
panies for the years 1940, 1941 and 1942. From 
1940 to 1941 the combined sales increased from 
$3,580,000,000 to $4,797,000,000 or by about 34 
per cent; while net income before taxes increased 
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from $491,000,000 to $773,000,000 or by about 57 F 
per cent. But from 1941 to 1942 combined sale F 
increased from $4,797,000,000 to $5,611,000,000 P 
or by about 17 per cent, while net income befor [ 
taxes increased from $773,000,000 to $799,000,000 
or by only 3.3 per cent. 

Look at those figures again. In 1941, a volume 
expansion of 34 per cent resulted in a gain of 57 
per cent in earning power before tax payments. In 
1942 a sales gain of 17 per cent produced a profit 
gain—before income and excess profits taxes—o{ J 
less than 4 per cent. In short, operating profit is F 
also flattening out; and it is not at all impossible | 
for it to decline this year—despite a further moder- | 
ate gain in over-all volume—as business is squeezed | 
between the inflationary rise in operating costs and | 
a restricted ability to pass along higher costs either [ 
to the consuming public or, on war work, to the 
Government. 4 

A composite balance sheet of the same 100 large [ 
manufacturing concerns, from which the above F 
operating results were cited, reveals that financial | 
liquidity is tending to deteriorate. Both current | 
assets—including cash or its equivalent—and cur- [ 
rent liabilities are sharply higher, but current lia- [ 
bilities have tended to increase faster than current F 
assets. This is a tendency familiar in the inflation- P 
ary periods that accompany wars. Thus, while total 7 
working capital is sharply higher, the ratio of cur- | 
rent assets to current liabilities is declining. It was, | 
for these 100 companies, 4.02 in 1940; 2.65 in 1941 © 
and 2.51 at the end of last year. % 


Working Capital Ratios Decline 


You will be well advised to take a close look at F 
the working capital ratios shown on year-end bal- | 
ance sheets of companies in which you are a share | 
holder. If the ratio is low, or appears in a strong | 
downward trend from that of prior years, don’t be F 
surprised if dividend policy is proportionately [ 
“conservative.” Earnings may look pretty good— 
even excellent—and yet the company may have to | 
be “stingy” on dividends because it just lacks the [ 
ready cash to pay them or to pay out as large af 
proportion of reported profits as formerly. ; 

For a great many months stock market valuations f 
have been influenced relatively little by earnings or 
dividend changes — whether favorable or unfavor- 
able—that are regarded as due to war conditions 
and therefore abnormal. What investors and specu- | 
lators believe to be normal earning power or peace: [ 
time potentialities are the main consideration. And F 
since it is a long-term bull market, naturally more fF 
attention is paid to favorable war-time changes i | 
a company’s status than to unfavorable changes. 
Although this no doubt will continue to be the case, [7 
nevertheless it does not imply that investors can fF 
safely ignore instances of important deterioration i [7 
liquid corporate strength. A reduced dividend may | 
be temporary, but serious impairment of financial [ 
strength is something else again. a 

In this connection, it must be noted that for af 
great many companies current assets—other than 
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cash — are not as foolproof a guide to financial 
liquidity as they are under normal conditions. In- 
yentories often consist of goods or materials partly 
or wholly unusable for normal production or in any 
event presumed to be worth less in relation to normal 
operations than at present. To be sure, many com- 
panies have set up reserves against possible future 
inventory losses, but such reserves are not necessarily 
cash in the bank; and eventually the nub of the 
matter may boil down to cash or the ability to con- 
vert current assets thereto. 

It is on the encouraging side that the decline in 
working capital ratio, as indicated by the data pre- 
viously cited, was far less sharp during 1942 than 
during 1941—amounting to only 5.2 per cent, as 
compared with 34 per cent. But it remains to be 
seen what the story will be this year. Whatever it is, 
it will, of course, not be the final chapter of war-time 
corporate finance, nor a general market influence. 
Corporate financial strength or weakness, as we 
return to peace-time production, will be determined 
in very important measure by the method and speed 
of settlement of corporate claims on the Govern- 
ment, and corporate obligations to the Government, 
as war contracts are cancelled. 


Post-War Contingencies 


Together with continuing contract renegotiation, 
this means that a lot of water has yet to go over 
the dam before it can be fully determined what any 
corporation’s real profits were during the war 
period; and whether the end of the war—as com- 
pared with the start of war production — leaves 
liquid financial strength improved, importantly 
weakened or not much changed. 

And while it is true that market valuations of 
many stocks have not heretofore been much affected 
—or affected more than briefly—by individual divi- 
dend reductions, this may not necessarily continue 
to be the case, at least not in equal degree. As bull 
market prices begin to get up toward more normal 
levels, naturally individual issues tend to become 
less invulnerable to adverse dividend changes. Re- 
cently, for instance, United Fruit cut its dividend 
and the stock in a single day declined over 5 points 
or by about 7.6 per cent. 

On the favorable side, so far as long-term in- 
vestors are concerned, are the post-war tax credit 
refunds that are building up for war-active com- 
panies; and the strong efforts of corporate manage- 
ment to go as far as possible in safeguarding against 
uncalculable contingencies by conservative financial 
administration. The post-war refunds will be 
equivalent to cash, which is not entirely true of 
bookkeeping reserves. 

Up to this point I have discussed only composite 
results and trends. As usual, the past year’s results 
have varied widely among the different industries 
and branches of industry. An extensive break-down 
made by the National City Bank shows that out of 
forty industrial groups only nine earned more in 
1942 than in 1941. It may surprise you to be in- 
formed that the majority of these were so-called 
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non-war groups. But that is not so strange because 
(1) the armed forces are very large consumers of 
many goods that are the same, or substantially the 
same, as civilian lines; and (2) last year did not, 
of course, see the maximum squeeze of the civilian 
economy—the latter matter being analyzed in de- 
tail in a special article on page 624. 

The groups with higher 1942 profits and the per- 
centage change from 1941 were: Baking (15 com- 
panies) up 11.2 per cent; miscellaneous food 
products (56 companies) up 33.1 per cent; distill- 
ing (7 companies) up 10.6 per cent; silk and rayon 
(6 companies) nominally up by 0.1 per cent; 
leather tanning (5 companies) up 3.2 per cent; 
fertilizer (7 companies) up 102 per cent; hardware 
and tools (17 companies) up 0.7 per cent; railway 
equipment (13 companies) up 19.3 per cent; other 
transportation equipment (23 companies, mainly 
aircraft) up 41.4 per cent. 

Of these groups, baking (aided by rationing of 
other foods); distilling; and aircraft equipment 
seem most subject to further profit gains this year. 

In addition to the manufacturing groups, of 
course, railroads and the motion picture group had 
a& major earnings gain for the year. Both will have 
excellent results this year also, though percentage 
gains can not be as large as in 1942. Utilities seem 
likely to earn a bit less than in 1942, with increased 
operating costs not offset by added volume; but the 
size of the decline will be determined largely by 
extent of further rise in taxes, if any. Also among 
the non-manufacturing groups, the majority of mer- 
chandising concerns probably will earn somewhat 
less this year than last. 

Reverting to the industrial section, some of the 
largest declines in 1942 earnings were reported by 
the steel and iron group (Please turn to page 669) 





Companies Showing Gains in Earnings 

































































1942 1941 

Baldwin Locomotive $4.25 $3.11 
Loose-Wiles Biscuit 3.97 1.97 
New York Central 7.61 4.07 
Walworth Company 1.49 1.45 
Wickwire Spencer Steel ............:sssssessss+0 3.48 3.43 
Cutler-Hammer 2.29 2.27 
Minneapolis-Honeywell 4.29 4.20 
Crane Company 1.64 1.18 
Briggs & Stratton 5.95 3.85 
Eastern Rolling Mill 2.25 1.62 
Lima Locomotive 7.78 6.02 
West Virginia Coal 1.25 1.22 
Western Air Lines 1.69 01 
Diamond Match 1.77 1.63 
Merchants & Miners Transportation........ 5.60 EY 
National Candy Company ...............002000+000 6.45 4.74 
Mesta Machine 3.62 3.60 
Penick & Ford 4.36 4.33 

Earnings Only Slightly Lower Than in 1941: 

1942 1941 

Celanese Corp. $3.42 $3.43 
National Dairy Products ...........:..2:sss+00 1.95 1.97 
Burroughs Adding Machine .................0000 -90 95 
Texas Gulf Sulphur 2.28 2.35 
American Stores 1.54 1.66 
American Tobacco 4.28 4.58 
El Paso Natural Gas 3.31 3.38 
653 





Price of High-Grade Stocks 


With so much said and written 
about the recent advance in low- 
priced highly speculative stocks, 
it is interesting to see what in- 
vestment grade issues are selling 
at. The tabulation in the box on 
the opposite page covers the yield 
and the price-earnings ratio of 
25 leading stocks of “blue chip” 
or near “blue chip” grade as of 
about March 8th. It is interest- 
ing to note that prices as of that 
date ranged from 28.6 to 11 
times indicated per share earn- 
ings and averaged 16.9 times. 
Fourteen of the 25 issues were 
selling at less than 17 times earn- 
ings. The average yield is 
4.33%, but only eight of the 25 
yield as much as 444%: These 
low yields should be compared 
with a current yield of about 
214% to 3% on the better grade 
of medium-term corporation 


bonds. 


international Business Machines 


The “blue chip” which yields 
most is International Business 
Machines on which the return is 
9% if the 5% stock dividend, 
paid annually since 1936, is taken 
at the current price of $150 a 
share. This company’s earnings, 
a good part of which are derived 
from royalties and rentals, prob- 
ably were about $9.50 a share last 
year. In the past business cycles 
have had little influence on earn- 
ings which have been very stable 
at around $10 a share for more 
than a decade. The management 
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is excellent, and post-war growth 
possibilities are good. The risk 
in buying the stock at these 
prices does not seem as great as 
the 9% yield would suggest. It 
is an issue into which conservative 
funds can be placed. 


J. C. Penney Company 


Another “blue chip” which 
looks attractive is J. C. Penney 
Company, which has been selling 
at less than 12 times estimated 
earnings to yield 5.88% on the 


basis of the $5 dividend paid jy 





Westinghouse employe assembles the stack of plates which can trap up to 95 per | 


cent of the foreign material in air passing through an electric air cleaner, called the & 


Precipitron. Developed for peace time uses, many of the Precipitron cells are now 
aiding production of bombsights, binoculars, tanks and guns for the Army and fF 
Navy by supplying clean air to laboratories, arsenals and defense factories. 
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each one of the past four year, i ee 

There isn’t a better manage J) co 

merchandising organization any.) It: 

where than Penney. It has neve yo! 
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currently favored by analysts over 
other drug issues because of the 
company’s rapid growth in sales. 
It is estimated that the 1942 sales 
yolume was in excess of $60 mil- 
lion against $44.4 million in 1941, 
$35.8 million in 1940, $31.7 mil- 
lion in 1939 and $26.9 million in 
19388. Earnings last year are 
thought to have been around $5 
a share. The company is follow- 
ing a policy of judicious acquisi- 
tion of well-established firms in 
the proprietary and allied fields. 
It is also doing a good business 
in vitamins. The stock looks like 
a substantial issue to buy for 
conservative appreciation and 
moderate yield. It is a type of 
issue which deserves to be in bet- 
ter demand than some of the low- 
priced things NYSE President 
Schram has been showing uneasi- 
ness about. 


Below Net Quick Assets 


A year ago at this time more 


| than 150 of the issues traded on 
| the New York Stock Exchange 
bss sell- 4 
> $2.40 quick asset value. At present the 
e short F 
it it is 
| than-net-quick-assets” issues at 
' present are: 


were selling at below their net 


number of such issues is much 
lower. A few of the “priced-less- 


American Woolen 
preferred, $121.29 net working 
capital per share; Bayuk Cigars, 


| $26.45; Bigelow-Sanford Carpet, 
| $44.99; Mohawk Carpet Mills, 
» $25.40; General Cigar, $35.00; 
| Minneapolis - Moline 
> $118; J. I. Case, $117.51; Endi- 


preferred, 


cott-Johnson, $54.75; Lee Rub- 
ber, $32.71; Lima Locomotive, 
$39.60; Oliver Farm Equipment 
$54.21; and Mack Trucks, prob- 


ably around $45 to $47. 


The fact that a stock sells for 
less than its net working capital 


} is not prima facie evidence that 


it is cheap; but it is something 


H that should make the intending 


investor look at it twice. There 
are a number of issues like Gen- 


| eral Cigars, J. I. Case, Mohawk 


Carpet Mills, Oliver Farm Equip- 
ment, Bigelow-Sanford, Lima 
Locomotive, Bulova Watch and 
American Woolen preferred which 
have been selling below their net 


) quick asset value for a long time. 


sually the secret is big inven- 
tories or big receivables, or both. 
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How Highest Grade Common Stocks Are Priced 


Indicated Recent 
Dividend Price 


$7.00(a) 
3.00 
9.00 
5.25(a) 
4.50(a) 
5.00 


Allied Chemical & Dye 
American Can 
American Teleph 
Beechnut Packing 
DuPont 
Eastman Kodak 
General Electric 1.40 
General Mills 4.00 
General Motors 2.00 
International Business Machines 6.00(c) 
International Harvester 2.50(a) 
Monsanto Chemical 2.25(a) 
National Lead 0.50 
National Steel 3.00 
Owens-Illinois Glass 2.00 
Parke, Davis & Co. ...........::::::20002 1.20 
Penney, J. C. 5.00 
Standard Oil of N. J. ................ 2.00 
Texas Company 2.00 
Timken Roller Bearing 2.00 
Union Carbide & Carbon 3.00 
United Fruit 3.00 
United Shoe Machinery 3.122 
U. S. Gypsum 2.00 
Woolworth 1.60 
Average 


(a)—Paid in 1942. 
































(b)—Year ended May 31, 1942. 


Price 
Earnings 
Ratio 


15.4 
19.3 
16.3 
17.0 
28.6 
19.6 
22.6 
14.9 
19.4 
15.7 
13.1 
21.7 
12.8 
11.0 
13.8 
20.0 
11.9 
16.8 
14.1 
11.5 
18.8 
21.5 
19.4 
A 12.8 
4.77 15.9 
4.33% 16.9 


(c)—Plus 5% in stock. 


Earned 
in 1942 


$10.00(e) 
4.03 


Approx. 
Yield % 


154 4.55 

78 3.85 
143 6.25 
102 5.15 
145 3.10 
152 3.29 

352 

902 

48/2 
9.50(e) 
4.95 
4.00(e) 
1.25(e) 
5.41 
3.46 
1.45(e) 
6.80(e) 
3.00(e) 
3.25(e) 
4.00(e) 
4.50(e) 
4.00(e) 
3.50(e) 
4.27 
2.10(e) 


(d)—Taking the 5% stock dividend at $150 a share. (e)—Estimated. 





Southern Railway 


Those of us who were actively 
interested in the stock market 
back in 1922, 1923, 1924 and 
1925, when the railroads were 
going back on a dividend basis 
after having been out of the pay- 
ing ranks for a few years, recall 
that nothing was more effective in 
advancing the price of railroad 
shares then than the announce- 
ment of a dividend payment. 
Earnings then, as now, seemed to 
make little impression on the mar- 
ket unless translated into pay- 
ments to shareholders. Recently 
Southern Railway declared an 
unexpected dividend payment of 
$2 on the common. The stock, 
which earned about $22 a share 
last year, was selling around 18. 
It promptly advanced to $24, 
which is the highest price since 
1937. Southern Railway rapidly 
is improving its financial position 
to a point where it may no longer 
be considered a “borderline” 
road. Dividends, however, prob- 
ably will be conservative in re- 
lation to current earnings. The 
management has not forgotten 
that it had “to scrape the bottom 
of the box” for collateral to 
secure loans to meet the cash 
crisis of 1938. At that time there 


were rumors of receivership and 
the common sold as low as 51%. 


Philco Corporation 


Philco Corporation is making 
rapid strides in electronics under 
the able research leadership of 
David Grimes, and probably will 
be one of the first companies to 
put a commercial television set on 
the market. The stock has ad- 
vanced from a low of 75 last 
year to 19. It paid only 75 cents 
a share last year when about 
$1.70 a share was earned, includ- 
ing the EPT credit. The stock 
probably increasingly will appeal 
to those who are intrigued with 
the possibilities in television and 
electronics. The company has 
made a consistently better show- 
ing than some of the other units 
in the radio industry. Since 1938 
sales have almost tripled. There 
are 1,372,143 shares issued of 
which about 38% is owned by 
officers and directors of the com- 
pany and about 30% more is 
owned by employees. Such a dis- 
tribution of stock ownership is a 
very good recommendation. Do 
you know any railroads in which 
the operating management owns 
as much as a 5% interest? 

(Please turn to page 672) 
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Companies To Emerge| 


Stronger From the 


War Than Before 





War time earnings are a poor measure of peace 
time prospects. Careful investors in stocks, there- 
fore, are more interested in the future than in cur- 
rent earnings. This is reflected in high price-earn- 
ings ratios for the rails as well as in low price- 
earnings ratios for the chemicals. Machine tool 
issues, for instance, are appraised on the basis of 
post-war prospects rather than on current large 
earnings and generous dividends. On the other hand, 
lack of current earning power does not prevent good 
prices for a stock like United Fruit. 

It is not so important for a company to make 
a lot of money in the war years as it is for it to 
improve its position to take advantage of peace 
time possibilities. How will war time earnings be 
used? What part of them will be kept? Will the 
company emerge from its war experience stronger 
or weaker physically, financially, and technologi- 
cally? Is it developing new products? Is a huge 
unsatisfied demand being accumulated for the type 
of goods it manufactures? Has the management 
been stirred out of the rut of complacency? What 
promises are being developed by research? 

Practically every industry, especially those nor- 
mally engaged in the durable consumers goods lines, 
is manufacturing a line of war products more or less 
foreign to its usual business. After the war there 
will be a period of reconversion to peace. Some 
companies now making goods which are like those 
turned out in peace years will have less difficulty 
than others now making products not at all like 
those normally manufactured. An opportunity 
exists to reconvert to peace into an entirely different 
line of business or one very different from that in 
which the corporation was previously engaged. 
There is a new order coming—a real New Era. 
What position will your company occupy? 

As Ward Gates pointed out in his article in THE 
MacazinE oF Watt Street of February 6th, we 
can anticipate permanent economic gains as well 
as losses from the war. Every war has its credit side, 
as well as its debits. The trouble is that the credits 
are most unevenly distributed, especially among 
corporations. Some companies gain and others lose 
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from the great changes which take place in the | 


national economy. 

The task of the investor in common stocks is to 
separate the sheep from the goats. It is not easy 
since it involves the skillful application of circum- 
stantial evidence and the utilization of an intelli- 
gent, and perhaps even intuitive, imagination. 

There are a few broad principles, however, which 
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may be set down. Like most abstractions, these | 
broad principles are of little value unless illustrated [7 
by concrete ideas. Realizing this, we have tried to | 
clothe the thoughts in this text with the matter in [7 
the adjoining tabulation, which covers some 3) fF 


individual companies. 

A company may profit from its war experiences 
in many different ways. 
exhaust the field, the following are suggested. 

First, through the reinvestment of earnings or 
through subsidies given by the Government in its 
own self-interest, the physical assets of the corpora- 


Without attempting to 


tion may be increased measurably or importantly | 


improved. An outstanding example of this is found 
in the Hudson Motor Car Co. The Government has 
practically rebuilt this company’s plants. 

Second, finances may be strengthened. From war 
earnings, a company may accumulate a larger 


working capital, and perhaps greater cash resources. ' 
Certainly it may retire its debt if it has enough 


earnings. The best example of debt retirement 
through war earnings is presented by the railroad 


industry. The railroad industry too probably pre- fF 


sents the best example of improved working capital 
position resulting from war earnings and war ex- 
periences. 

Third, war experiences tend to shake manage 
ments out of ruts. War develops new ideas, new 


products, new methods and new men. Since man- [ 


agement is the most important factor in judging 
any industrial company investment, anything which 
influences its character is a prime interest. 


Fourth, as always has been the case during great F 


world conflicts, this war has profoundly influenced 
technological progress. Necessity is the mother of 
invention. Industry has been forced to do revolu- 
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tionary things and to do them 
i quickly. It has discovered hard- WAR EXPERIENCES AND DEVELOPMENTS IMPROVE 


ly dreamed of principles of elec- POST-WAR OUTLOOK FOR THESE STOCKS 
tronics, chemistry, mechanics, aero- 1937-39 1940-43 
nt = =©Peace er 


dynamics, and mass production— Curre 


) : Issue— Price Range Range COMMENT 
Fall of which might not have been 
f Aliegh.-Ludium Steel.. 24 4552-115 262-152 A leader in production of electric furnace 


3 uncovered for many years but for and special steels in which vast technologi- 
' the exigencies of the hour. Some of cal developments have occurred. 


e eipnae Alum. Co. of Amer... 116  1771/2-58 1922-782 Largest factor in production of light 
‘these new p1 oducts have challenging . oan which is finding yen te b= 




























































































| peace-time possibilities and peace- lowered prices. 
time applications. Amer. Export Lines.... 28 Unlisted 29 Financial and physical position of this im- 
° portant ship operator shows vast improve- 
| Fifth, the war automatically has ment with foreign trade outlook good. 
a ended the problem of surpluses in American Viscose ...... 34/2 Not traded 35 P moana acceptance Fs fone Veen and 
3 . res seems assured. argest factor in 
‘ practically all consumers durable ¢ qoutes tebe. 
| goods lines. We are not producing Atch., Top. & San. Fe 52 9434-21 53 Financial and physical position improved by 
/any automobiles, any typewriters, chen Wind tase aan Gee 
‘any mechanical refrigerators y - 
B any 45 8 at si any Barber Asphalt 43%:-10s 171/4- 65 This moderately capitalized financially 
> vacuum cleaners, or any alr-con- strong company is being eee by an 
‘conditioning equipment for civilian be tarsal ants 
: P 2 i See 3 Ye 35; i i 
needs. In the meantime things of  Peeeh Aireraft Ss ee ee ee ee 
™ the | this type are wearing out at the leaders in this part of aircraft industry. 
fs usual rate. Therefore a huge un- Bendix Aviation 3334- 84 418-242 Should reassume former place as auto 
a ° 9 ° parts maker and become leader in manu- 
Sisto satisfied demand is accumulating, facture of numerous flying devices. Should 
‘ 0oF : retain much of war growth. 
; cone ae and in the early peace years a con- 

“) Be ; Bohn Alum. & Brass... 47'/2 48'/s-153, 471/2-1934 Leading fabricator of the new light metals. 
rcum- a siderable part of the money people . Biggest factor in aluminum scrap. Forward- 
ntell- | are saving from high war wages will 9 gement. 
| ) provide the wherewithal to make up Cclanese Corp. of Am. 302 41'/- 9 351/2-15 Ses eS aS 
which deficits in consumers durable goods. . - = 

4 The costhiiities cm i ht auitiale Consol. Aircraft ...... 19 167s- 4 25'/4- 87% } | ag naar — cae Se es 
% ‘ actor in transports instead of a sma 
these 3 ; P . 18 maker of naval aircraft as in pre-war 
trated | and plastics, greatly stimulated by years. Big busi gement. 
ied to : war demand, have been so much Continental Motors .. 5’2- War work has developed important peace- 
ter in | Witten about that there is danger Sa a oS 
ia je : zs company. 
1e 35 i of the ideas being over-exploited. Davison Chemical 11l4- 45% Many new uses for silica gel and other 
» mowever, there 1s no ques ion abou a chemical products promise to make fertil- 
oH , th quest t ical : ke fertil 
4 wae e izer business secondary. 
iences | the strong position of companies rr —— = 
>1° . . . i ae /: Vee i = 
ng to i like DuPont and Union Carbide in Douglas Aircraft ..... 8734-262 9478-51 = this low-cepitelized, experienced, 
‘e i j m well-managed and strongly financed com- 
c. ‘plastics, or of the outstanding op pany should benefit from wider travel by 
gs or p Portunities which Bohn Aluminum air which wer will stimulate. 
mn its | © Brass has as a fabricator of alumi- Dew Chemical 15914-7912 An outstanding growth company in the im- 
a . : portant chemical industry and leading pro- 
pora- num and magnesium for lines of ducer of new magnesium metals. 
fantly | Manufacture which it did not serve Erie Railroad 10 Present Stock 101/2- 234 Perhaps the best common stock of a re- 
f oa In the pre-war years Perhaps ap- Not Traded cently com railroad; vast change 
ou A « ess in fi Ss an gement. 
Bol ° a 
it has | pheations of light metals and plas Fanstee!l Metallurg'l.. 13 172+ 4 An outstanding speculative growth situ- 
HI ties have more important implica- ation; company's rare metals qaining wider 
Fs ti acceptance, and research in powdered 
n war b 10ns than the manufacture of the metals science regarded outstanding. 
| "raw materials. | built and fi habilitated b 
arger a Hudson Motor Car.... Plants rebuil? and finances reha' ated by 
q - 3 waa . effort. Should be able to make a new 
urces. Celotex 18 said to have dev eloped bid tor @ shaoe be the post-war automobile 
rough fF "any new ideas in building mate- EE :.,..:e 
By ls. J Ww | i Bes V2-143 3512-163; Well-managed rayon yarn maker should 
ement d a U : S. Ply wood, Mengel Co., Industrial Rayon ™ ictal ‘ : benef? on war-inspired wider acceptance 
‘lroad & and Weyerhauser Timber are doing of the fibre. 
a: so —iiiiit_Ge. 
. 0 make w competitive with ing i 
zi ital ke . p ing machines. A beneficiary from social 
nf pee q metals in some fields. The develop- pony dl aia and pay-roll deductions 
ments j + : -- : 
-: ” the electr ” fur one steel Inter. Harvester 120 6412-38 Farmers will need large amounts of meo- 
Fe ind try ‘ er 7 * 
nage f ustry probably will make new rat to make up accumulating food 
4 . le’ . 
| new types of steel available at dollars ' Ogee or 
ie : ii are V2 27 1834-1012 Biggest maker of automatic coal stokers 
man- & per ton, instead of cents per pound, tren Fireman Mtg ii . : a should be more pooular as result of 
lging ‘which mav be important for con- See eee with oil burners in resi- 
g . a 





which |) Cetus like Rustless Iron & Steel and 
) Alleghany-Ludlum Steel. 

great : Motor Products, always a big in the new electronics industry. 

enced | ™anufacturer of automobile hard- Nat. Cash Register. 2212 387-122 232-934 Enormous deficit in supply of cash registers 


Si in both export and domestic market; com- 
er of fF are, has a new deep-freeze cabinet pasy cise’ may profit from developments 


Minne.-Honey. Reg... 6112-334 Ever-expanding market for heat control de- 
vices in air conditioning as well as in 
heating: company also mav be a factor 





volu: fe ¥hich should have a wide market. ia electronics. 
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(Continued) 
1937-39 1940-43 
Current Peace War 
Issue— Price Range Range COMMENT 

Nati. Sup. Co. .......... 9 413,- 55% 94. 4 Depletion of oil reserves assures period of 
feverish oil drilling. 

Oliver Farm Equip..... 38 73 -14%s 38 -10% Very large per share earnings possible for 
this junior maker of farm implements dur- 
ing the food deficit period. 

Remington-Rand ....... 14 26V2- 7% 14 + 52 Depreciated state of office equipment in 
use means years of active business in this 
industry. 

Royal Typewriter .... 52 11034-3014 65 -+36% Typewriters are being used up faster than 
ever before, but due to the war none are 
being made; this company however is do- 
ing a big war business in other things. 

Rustless Iron & Steel 14 17%4- 5 15V2- 7 One of the biggest factors in the new 
stainless steel industry, a product for 
which the war has developed many new 
uses. 

Southern Railway .... 22 43%- 5’2 22%- 8 Serves a territory which is sustaining a 
vast permanent growth as a result of war 
effort. 

Sperry Corp. ............ 32 517%-10 47 +215 New peace uses for present and potential 
products seem probable. 

Studeb 9 20 -3 125%- 3% Physical and financial condition improved 
by war profits; should be more important 
than ever in post-war auto market. 

Union Car. & Carbon 83 111 -57 8834-58 One of the best managed and most 
aggressive companies in the vital chemical 
industry; plastics and lighter chemicals 
now more important in company's affairs. 

United Aircroft ........ 32 51 -10% 53%-23% Greatly strengthened physically, finan- 
cially and as to trade position as result 
of war experiences; assured of important 

a place in the bright future of aviation. 

U. S. Plywood ........... 39 22 -10 38 -185 Outstanding research work in reviving old 


and developing new uses for wood; has 


stokers as opposed to oil burney 


might help a company like Im 
Fireman Manufacturing. Develop. 


ments in electronics should mak 
possible new forms of busines. 
equipment for companies like Inter. 
national Business Machines, Ren- 
ington-Rand and National Cas, 


Register, all of which will end th> 
war with a big accumulated demand 
for their products. The elimination > 
of food surpluses, and the fact that) 
the necessity for increasing fam > 
production has replaced the politi-P 
cal desirability of limiting it, inf 
prove the outlook for the farm im-P 


plement business. 


Bendix Aviation, formerly largely : 
a maker of automotive parts, ha} 
become the major factor in an en} 


tirely new field of airplane instrv- 
ments and similar small devices, 


Fansteel Metallurgical’s progress inf 
rare metals and powdered metak> 
metallurgy has been hastened. The} 
oil producing industry has discov-> 
ered that it has an important nev) 
field in chemicals. After the war wef 
will have a new synthetic rubber in-> 
dustry, which gradually should be} 
come strong enough to compete with ‘ 







developed many new products during the 


wor years. 





NOTE: Prices of stocks in pre-war years, where necessary, have been adjusted to split-ups 


and stock dividends. 


has become spectacular. 





Several aircraft companies are thought to be plan- 
ning to manufacture automobiles. Companies like 
Standard Oil of New Jersey are developing impor- 
tant chemical divisions. Owens-Illinois Glass hopes 
to retain much of the container business temporarily 
captured from the can companies because of the tin 
shortage. The paper companies, especially those 
engaged in the kraft field, are doing things with 
paper and paper products which 10 years ago would 
have been regarded as impossible. 

The rayon industry should retail much of the 
business it has taken away from silk and other fibres. 
Nylon stockings may be more popular than hosiery 
made from Japanese silk. The development of the 
rayon companies in the allied field of plastics has 
been hastened. 

American Export Lines should emerge with prac- 
tically a new fleet, a debt greatly reduced and a 
much stronger cash position. Consolidated Aircraft 
and Boeing, before the war principally makers of 
military aircraft, have gained experience which 
should enable them to make civilian transport 
planes. Southern Pacific has gathered in enough cash 
to change the outlook for meeting its bond maturi- 
ties of the next decade. Some receivership railroads 
have made, or may make, almost enough money to 
eliminate their debt. 

The war-indicated desirability of domestic coal 


658 


natural rubber. Davison Chemical’ > 
long slow development of Silica Gd F 
But theP 
really big things the war has done} 
for industry will become know f 
only gradually as military censorship is lifted and > 














paren ei cfs. 







































as managements have time to develop a multitude of | ti 


new things, and suspected new things, which they > 
have put “on ice” for the duration. We are enter: | 


ing an era of new products, new processes, ne¥ 
methods, new personalities and new markets. 


The heavy west-bound freight movement of the f 
past year, due in part to building of war plants on | 
the Pacific Coast, and also to shipment of armaments 
across the Pacific, has been a big factor in the f 
strengthening of the financial position of Atchison, > 
Topeka & Santa Fe Railway. Increasing population f 


in the Far West should help Atchison retain a good 


portion of this west-bound traffic after the war. f 
Southern Railway is also favored from a post-war F 
standpoint by population growth which has been [ 
accelerated by extensive construction of mills and f 


factories for military and peace production. 


The proper task of the speculative markets at | 


this time is to estimate the selective effect of the 
changes the war is working. This means that pres 
ent quotations must be based on conjecture more 


than on figures, on imagination rather than positive [ 
facts. Naturally, there is a chance for the market | 
to commit more than a normal number of errors of | 
judgment. Over the longer period the risks in [ 
volved in common stock investment may be greater! [ 


than usual. 
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Business activity has risen nearly two 
points during the past fortnight, to a new all- 
time high record, with all components of our 


to 124.3, from 121.4 in January; but was frac- 
tionally lower than February of 1942. Without 


| compensation for population growth, the index 


during February, reached 151% of the 1923-5 
average, against 148 in January, and was 2.5%, 
ahead of February last year. 

* * * 


War expenditures during the short month 
of February, at about $6.06 billion, were $200 


ae million below January; but 275% above Febru- 
> wal F ary, 1942, Total defense-war cost from mid- 
st-war F 
: o | Chairman Nelson says that war production 
s and f 


1940 to date has been $90.6 billion. W. P. B. 


will reach a peak late this year and then level 


| off to the accompaniment of slackening em- 
_ ployment, 


of the F 


| :pres- 


more 


ositive 


narket 
ors of 
ks im 
reater 
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* * * 


On the New York Stock Exchange recently, 
stock transactions were the heaviest since 
1941, with bond sales the largest in history. 
A Government anxious to curb inflation should 
welcome this awakening interest in corporate 
securities so long as it does not reach the 
length of absorbing funds that would other- 

(Please turn to following page) 
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CONCLUSIONS 


MONEY AND CREDIT — Treasury 
plans another huge financing cam- 
paign for April to raise at least as 
much as the $13 billion subscribed 
in December. 


TRADE—Retail store sales of $4.48 


billion in January were 3% above 
last year in value; but off 6% in 


volume. 


INDUSTRY — War 


production ex- 
pected to peak late this year and 


then level off. Defense-war cost 
from mid-1940 to date totals $90.6 


billion. 


COMMODITIES — Curtailment of 


short term speculation in 


farm 


staples may have come to stay; 
since both growers and processors 
favor the change. 
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Latest Previous Year 
eid Wk. eride. Wherbie. Ago PRESENT POSITION AND OUTLOOK 
FEDERAL WAR SPENDING} (F.Y.) ; 
(Subtotal to Date) t Mar. 9 $39,977 $38,568 $11,804 (Continued from page 659) 
wise go into Government bonds. Up to presen} 
FEDERAL DEBTt (Gross to Date) ier. 9 $115,185 $114,057 $62,534 writing evidence points to the opposite. Brokers 
report that a not inconsiderable portion of 
profits realized from stock and bond transactions 
MONEY SUPPLY is being salted away in war bonds. 
Member Bank Dem. Depositsy...... Mar. 3 $31,305 $31,129 $24,815 nS 
Currency in Circulationf.............. Mar. 6 $16,154 $15,952 $11,518 It is a matter of common experience that 
profits derived from dealings in stocks and bonds 
; are usually reinvested to permit dealings on a 
were. nee tsi mae $11,404 $10,430 $9,376 larger scale. Profit whets the appetite for yet 
otal Income Paymentsj................ . ‘ ‘ ' A ‘ : 
Salaries and ~ ate secant Dec. 7,614 7,428 5,843 bigger profits. Once bitten by this bug, 
Dividends and Interestf............... Dec, 1,439 530 1,576 person is likely to spend less, rather than more, 
Total Non-Farm Incomel............ an mor aus a for consumers’ goods and services. Under pre- 
Farm Marketing Income (ee).... Sc. ' ‘ ' vailing conditions, bank loans for carryin i 
, ~Aeag : ying secuti- 
Including Govt. Paymentst (ee sf 1,825 2,015 late ties are not expanding much, despite the con. 
siderable rise in prices and volume of sales; so 
FACTORY PAY PAYROLLS (di) Dec 278.9 270.6 191.0 | that the fast growing pool of money used in the 
securities markets must be coming from funds 
FACTORY EMPLOYMENT (di) that otherwise might be spent for scarcity goods, 
Durable Good rom 218.4 215.5 169.1 This kind of bull market is deflationary so far 
Non-Durable Goods .................] Jan. 122.8 124.4 116.8 | a8 commodities are concerned. The situation 
now is far different from 1929 when a maior 
portion of funds for carrying securities was sup- 
SANE SURTTS ae plied through bank loans. 
~-v8seg font Citiesf........ Mar 3 $12,302 $9,702 $8,830 ceed 
WW AIR NSTI E sosssissstvessetsconecssooisis Mar. 3 4,891 3,848 3,371 
' 1 $ $ $ The fact that individual savings rose from $14 
" billion per annum in 1941 to $28.9 billion last 
= —— fe) J 101.4 101.0 94.5 year suggests that the SEC may be unduly con- 
Read . SONAR as re 109.1 108.3 95.2 cerned over the potential danger of this so-called 
Housing Jan 90.8 90.8 90.1 “inflationary gap." Most of the confused 
Clothing save Jan 88.6 88.6 82.4 theorizing about inflation comes from failure to 
a Light ....ssessssossssssessnssee ye Red he as recognize that producers and merchants—not 
SLES tea tan RR ae ah an. : : ; : ; 
nr eggs aie. ene 98. 9. 105.8 consumers—set prices. Food, for example, is not 
ict ccactnaabiaainai i : onl sold at auction to the highest bidder. Each of 
the hundreds of thousands of suppliers quotes 
Ta a (b) ae sae 12 13 his current prices on a take-it-or-leave-it basis. 
Distribution to Consumers ( een 90 83 103 ites 
Late (b) 2 In a free economy, competition keeps prices 
DERE sersstrcessercisssatsticaiesspintoucnvarsic Oct $7,413 $6,945 $6,385 low when goods are plentiful and money is scarce; 
ct ~ a sr a but when goods are scarce and money is plenti- 
ervices c ; ' ’ . . . 
Retail Store Sales... Dec $5.98! $4,893 $5,585 ful a considerable number of suppliers will 
Durable Goods} cscscscsssnenine Dec $944 $776 $1,237 | charge all the traffic will bear. Other merchants 
Non-Durable Goods} Dec $5,037 $4,416 $4,348 recognizing the longer range value of goodvill 
Department Store Sales Jan. 142 125 138 keep their prices geared closely to costs and 
Chain Store Sales (g).............. Jan 177 175 164 : 
Rural Sales, Gen. Merchandise (m)| Jan 200.0 170.5 TE brngerond- anlhgadirnnguneenbaberargle: 
Commercial Failures (c)................. Jan. 458 506 962 the other hand, under our semi-controlled econ- 
omy in the present war, the major cause of 
PRICES rising prices is mounting costs — mostly for 
Wholesale (h) ie 102.9 102.7 96.9 labor and farm staples. So long as wages and 
oo N31 MIST. LHOE. | raw material costs continue to advance, ceiling 
must be raised to maintain production and dis- 
DEPT. STORE STOCKS (¢) hihi 105 115 95 tribution. If cost-of-living items are rationed 
rigidly, and price ceilings enforced, surplus in- 
comes can only be saved or spent for non- 
SSmeante naeete names ) essentials. In any event the role played by in- 
New Ord Total ” D 255 297 232 comes in the arena of prices is never determin- 
Durable Goods... | Dee. 362 415 332 | ing, but merely permissive. 
Non-Durable Goods ...........c.cs000 Dec 187 192 167 oles 
Shipments—Total o........c.ceccesseeeeees Dec 242 232 188 Price control in Canada has proved effective, 
a ete gy a Sitar cote i = = cog mainly because ceilings are imposed, and en 
- we | ee ec. : 
Inventories—Total ................... Dec 177.6 177.9 160.4 | forced, upon both: costs and prices. 
MDNIREED MSOOUS fonsssssscsessiseiscsesssensse Dec. 209.6 207.7 175.5 | the U. S. price advances have been merely 
Non-Durable Goods ............c00 Dec. 149.6 151.8 143.5 | slowed under a political policy of imposing 
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Previous 
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PRESENT POSITION AND OUTLOOK 













































Date Wk. or Mo. Wk. or Mo. Ago 
M. W. S. INDEX OF BUSINESS feebly enforced, upward-creeping, ceilings upon 
ACTIVITY 1923-25100 Feb. 27 125.4 124.6 123.6 prices, with only abortive control of costs. Wages 
INDUSTRIAL PRODUCTION (a) ee. 200 197 171 and material costs (chiefly farm staples) are 
Durable Goods ......c.cccccccssscsssesseseee Jan. 290 285 221 permitted to rise until law-abiding suppliers find 
Non-Durable Goods ...........cceee Jan. 150 148 143 it unprofitable to remain in business. So they 
STEEL fold up and yield the field to black marketeers. 
ingot Production in tons *.......... Feb. 6811 7,408 6,521 Then, too late, the price ceiling is raised an- 
Year's Total Production to %...... Feb. i400) bk 13,654 other notch, thereby encouraging renewed de- 
mands for wage increases based upon the rise 
oor ae OUTPUT iis & 3,946 3,892 3.392 in living costs. Such fatuous bungling is dis- 
SER Sl ak a at ata aa : : rupting the production and distribution of life's 
ENGINEERING CONSTRUCTION necessities. The blame for this should be placed 
Vole oW (COM). scssasssccsssstevscsstceseces Mar. II $90,400 $85,809 $133,267 squarely upon Congress, which values votes 
above the welfare of voters. The President would 
PETROLEUM like to control costs. 
Average Daily Production bbls. *... Mar. 6 3,887 3,873 3,934 
Crude Runs to Stills Avge. bbls.*; Mar. 6 3,626 3,709 3,520 | “os 
Total Gasoline Stocks bbls. ®.......... Mar. 6 92,845 93,157 108,997 | In our issue of Feb. 6 it was inadvertently 
Fuel Oil Stocks bbls. ®................. Mar. 6 68,782 70,140 86,669 stated that corporate dividends last year were 
TRANSPORTATION only 5% lower than in 1941. Commerce De- 
Carloddings. total ..5..n.<.ccsecsccecssecceses Mar. 6 748,890 782,855 770,485 partment estimates place the decline at 9%. 
Grain Mar. 6 50,440 poe Ber In January of the current year they were off 
Coal Mar. 6 174,617 178, ? ° . ‘ 
Forest Products Mar. 6 39,499 42,230 43,132 ping ogy mnepainananss ¥ pay ie 
Manufacturing and Miscellaneous..| Mar. 6 349,510 374,386 357,481 up 22%, finance companies 4%, and the trade 
aC WAS loses hcistredisiesnetetscess Mar. 6 93,729 93,767 148,513 group did fractionally better. Payments by the 
_ St ENE LOR Sy eeeetey ronal Mar. 6 oo rere ae manufacturing group declined 6%, while heat, 
ARO ee ays eee sestv dec eeu SLATS Mar. 6 15, ' ' : . . ° 
eimai Mar. 6 12,850 12,399 10,689 ~— ” a eee: 10 ton 
an in January, : 
GENERAL * * * 
srg eo ort ") seeeeenanens ‘4 ao — — | Business inventories at the end of 1942 
umber Production piMW ap escexeteass an. ' ' ' TA ATA 
Cigarette Production? .................005. Jan. 20,370 19,716 19,502 totaled $28.3 billion—$1.25 billion more than a 
Bituminus Coal Production&(tons)| Feb. 48,920 47,209 44,374 year earlier; but $1! billion under the June 30 
Portland Cement Shipments&(bbls.); Dec. 8,923 14,627 11,501 peak. Merchants’ inventories were down. 





(ee)—Dept. of Agric. 


{—Millions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100% estimated long term 
trend. (c)—Nat. Ind. Conf. Bd. 1923—100. (dl) —U.S. D. L. 1939—100. 
25—100. (fy)—Fiscal Year Basis. (g)—Chain Store Age. (h)—U. S. B. L. S. 1926—100. (1)—1939—100. (m)—1929-31—100. (s)—Fair- 
child Index, Dec. 1930—100. (St)—Short tons. 


(en)—Engineering News-Record. (f)—1923- 
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No. of 1943 Indexes (Nov. 14, 1936, Cl—100) High Low Mar.6 Mar. 13 
Issues (1925 Close—100) High Low Mar.6 Mar.13 | 100 HIGH PRICED STOCKS...... 59.97 52.87 59.70 59.97B 
273 COMBINED AVERAGE........ 74.0 54.5 72.5 74.0E 100 LOW PRICED STOCKS...... . 67.33 43.61 64.94 67.33E 
3 Agricultural Implements ...... 124.4 105.4 123.7 124.4E 3 Liquor (1932 Cl.—100)........ 231.8 197.1 231.8F 230.7 
9 Aircraft (1927 Cl—100)...... 173.0 131.8 167.4 173.0B 8 Machinery . 99.5 82.6 96.8 99.5B 
5 Air Lines (1934 Cl_—100).... 397.7 363.1 392.9 397.7C 2 Mail Order 68.2 61.8 66.7 67.4 
SAMUSEINGONE .......:.:-0.csecses0eeo00e 58.3 40.2 54.4 58.3F 3 Meat Packing ... 48.0 34.9 46.6 46.1 
12 Automobile Accessories........ 116.4 83.0 109.9 116.4F 10 Metals, non-Ferrous . 145.3 106.8 145.3C 143.2 
13 Automobiles ou.........cccscceceees 16.3 » 5 i 15.9 16.3F GON aac Nace ees 12.0 9.0 11.7 11.7 
3 Baking (1926 Cl.—100)........ 11.3 85 tt 11.3C | 21 Petroleum ..... 1121 86.9 = 108.7 NIZE 
3 Business Machines ................ 158.7 129.4 1565  158.7D 18 Public Utilities ......... 40.6 23.2 39.0 40.6C 
2 Bus Lines (1926 Cl.—100).... 80.9 54.9 80.9C 79.1 3 Radio (1927 Cl.—100) 18.8 12.1 18.0 18.8E 
SOSCUCT ANTE || ih ie on 153.5 177.00 174.1 7 Railroad Equipment ............ 46.0 32.1 43.4 46.0B 
13 Construction .........+.. 23.3 29.9 30.3C 17 Railroads ........ 14.1 9.8 13.9 14.1D 
5 Containers oo... 177.1 207.1 210.3C 2 Shipbuilding ............ . 102.7 83.4 100.1 102.7 
8 Copper & Brass............ 63.6 81.0B 79.0 3 Soft Drinks ........... je DOE 197.8 241.5 252.2 
2 Dairy Products ...........:cssss0e 29.7 32.9 34.2F 12 Steel & Iron ......... 70.6 57.6 70.6B 70.6 
6 Department Stores i 15.4 19.7 20.6B PF SUG ecco 37.5 32.2 35.6 36.0 
5 Drugs & Toilet Articles........ 68.0 50.9 66.4 68.0F Wee STI sacs ccsssccasscakaactoiaeee 188.8 180.2 187.2 185.0 
2 Finance Companies .............. 190.5 152.6 190.5C 185.5 3 Telephone & Telegraph........ 78.4 67.0 78.4F 77.2 
6 Food Brands 85.5 102.8 105.4C UL CCL: eae nee eas eae ; 46.9 33.7 43.7 46.9B 
2 Food Stores 37.7 37.7 38.4 3 Tires & Rubber...................... 21.5 16.5 19.8 21.5F 
wl, ae 35.0 44.1 47.1C WGC a oosicssiici ccsscicisntecincisene ORG 52.2 60.6 59.4 
3 Gold Mining ; 610.3 728.2C 700.5 A GUE G SlQCOS: Sosa. sssscissscssnis 206.7 182.4 203.7 206.7B 
6 Investment Trusts ........0.0:0:+ 32.6 22.7 31.9 32.6F 20 Unclassified (1942 Cl—100) 155.8 100.0 155.6 152.6 








—$___. 


New HIGHS since: B—1941; C—1940; D—1939; E—1938; F—1937. 
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Trend of Commodities 




























































































































































































































































Attention was directed in our last issue to the progres- funct Consolidated Exchange was called the "Consolidated 
sively waning volume of short term speculation in commodi- Petroleum and Stock Exchange." Then came the period of 
ties under price control. It is by no means certain that this wild speculation in copper, effectively quashed by the pic. 
is merely a wartime phenomenon that will disappear with turesque muck raking of Tom Lawson. Step by step since 
establishment of peace. Vice President Wallace has included then the prerogative of fixing prices of all nonferrous metals 
curtailment of speculation in commodities in his list of de- has been taken over from the speculators by primary pro. 
sirable post-war objectives. The suggestion can not be oo ducers and smelters. Curtailment of short term speculation in 
dismissed with a "Just wait until the Republicans come back farm staples seems inevitable, because both growers and pro. 
into power" shrug of the shoulder. Our economy has been  cessors wish to free production from the gamble of erratic 
evolving in that direction since ihe early 1900's. Some of prices. At the close last week the price trend of major com. | — 
our readers doubtless recall the old days when the now de- modities influenced by light buying was sharply downward, “ 
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Mar. 10 Ago Ago Ago Ago Ago Ago Mar. 10 Ago Ago Ago Ago Ago Ago have 
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The Personal Service Department of THz Macazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker. This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions: 


1, Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3, No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4, If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Virginia Carolina Chemical 


As the future for the farmer in the 
cotton belt is becoming rather promising 
lam thinking of making an investment in 
Virginia Carolina Chemical preferred. 
Will you please furnish the following in- 
formation: 

Does the Company produce any other 
chemicals beside commercial fertilizer? 
From what source do they get their chem- 
icals for their fertilizer—that is, do they 
own their source of supply? Do they have 
a large source of supply? Is the Com- 
pany limited by priorities? I see that they 
have no long term debt. How about bank 
loans? Where is the business located?— 
A. D. H., Pacific Grove, Calif. 


This company was incorporated 
in Virginia in 1926 as a successor 
in reorganization to the Virginia 
Carolina Chemical Company, in- 
corporated in New Jersey in 
1895. The company ranks as one 
of the leading fertilizer producers 
and its chief raw materials are 
nitrates, phosphate rock, sulphur 
and potash. Through a_ sub- 
sidiary it is a large producer of 
nicotine and nicotine products 
which are used chiefly as insec- 
ticides. An important product of 
this subsidiary is “Black Leaf 
40.” The company’s operating 
subsidiaries are located in Vir- 
ginia, Georgia, North Carolina, 
Maryland, Alabama, Maine and 
Delaware. 


The company has facilities for 
producing annually some 850,000 
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tons of finished fertilizer. Phos- 
phate rock, an essential element 
in fertilizer manufacture, is also 
produced in large quantities from 
owned deposits. The portion not 
used in company’s own product- 
tion is sold to other fertilizer 
makers and also to the chemical 
trade of the south. It also owns 
patents for the manufacture of 
technically pure phosphoric acid 
by the electric process. Its ex- 
tensive phosphate rock mines are 
owned at Mount Pleasant, Ten- 
nessee and additional deposits of 
phosphoric rock are also held in 
Florida and total reserves were 
estimated at more than 40,000,- 
000 tons. The other two princi- 
pal raw materials of fertilizers, 
nitrates and potash, are bought 
from outside sources. Sulphur, 
used in making sulphuric acid for 
fertilizer, is purchased in the 
open market. 

Company’s fiscal year ends 
June 30, and sales for the year 
ending June 30, 1942 were almost 
double those of 1936 and the 
margin of profit was the best in a 
long period of years. Earnings 
on the 6% cumulative participat- 
ing preferred stock in 1942 
amounted to $10.07 per share but 
this was before a contingency 
provision of $800,000. The latter 
was equivalent to $3.75 per share. 
Allowing for this contingency, 













earnings would amount to $6.32 
per share. Earnings on the pre- 
ferred stock from 1938 to 1941 
ranged from a low of $1.69 in 1941 
to a high of $2.89 in 1940. A 
$5.00 dividend was paid in August 


1942 and dividend arrears on 
March 31, 1943 will amount to 
$82.00 per share. 

The company’s financial posi- 
tion was strong on June 30, 1942 
with current assets amounting to 
$15,203,507 as compared with 
total current liabilities of $1,- 
800,052. The company had no 
bank loans on that date and cash 
and United States Government 
securities amounted to $6,700,- 
000. Company’s working capital 
was equivalent to about $63.00 
per share of preferred as com- 
pared with $38.00 six years ago. 
The preferred has a senior posi- 
tion in the capitalization as the 
company in 1935 retired its prior 
preference stock which had been 
outstanding at approximately 
$9,500,000. 

The company has given no in- 
dication of when it intends to deal 
with the large accumulation of 
preferred arrears. This _ stock 
sold as low as 221% in 1942 and 
has now moved up to 5334. 
While the preferred stock has 
more than doubled in market 
value over the past year, it does 
not appear to have exacted its 
full possibilities. 


Morris & Essex 


What is the outlook for Morris & Essex. 
It was down around 12 the 22nd of De- 
cember and now is wp around 17. Is this 
apt to continue climbing? I understood 
that there were some legal uncertainties 
regarding paument of taxes. Have these 
been cleared up and dividends assured?— 
C. R. M., Aberdeen, South Dakota. 


Morris & Essex is one of the 
leased line stocks of the Delaware, 
Lackawanna & Western R.R. A 
final decision to determine lessor 


(Please turn to page 666) 
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AND SUBSIDIARIES 


OPERATING IN THE UNITED STATES AND CANADA 





CONSOLIDATED BALANCE SHEET 


December 31, 1942 


ASSETS 
CURRENT ASSETS 

CSS Rati cr ne a Ree Ree EE ETRY CEES eae Oe UA ORES 3 ete: ea cit Sea 
United States Treasury Tax Notes ..............0...000008: eee 
Marketable Securities (Cost or Market, whic renaoim evar? 
Receivables (After Reserve for Doubtful) 

Trade Notes and Accounts ... 

Other Notes and Accounts .. 


Inventories (Cost or Market, whichever lower) (See Note 2) .....0..0..00cccccccccccce. Lael til ood 


TOTAL CURRENT ASSETS . 


Fixep Assets (Cost or less) 
Land, Buildings, Machinery, and Equipment sR oo Wists AU aa 
Deduct—Reserves for Depreciation and Amortization 


INVESTMENTS (Cost or less) 
Affiliated Companies in United States and Canada 
Affiliated Companies outside United States and Canada 
ce) Cgc, Le Ls ee en 
Other Securities . 
DEFERRED CHARCES 
Prepaid Insurance, Taxes, etc. 


POSTWAR REFUND OF EXCESS PROFITS TAX (See Note 6).... 


PATENTS, TRADE-MARKS, AND GOODWILL 
ToTraL ASSETS 


CURRENT LIABILITIES 
MAG AIAG ROGAN sss ss5son8sss ideas sccussosecbecesteoiscadintesseesns 
Dividend Payable January 1 1943 
Installments due within one year on Sinking F und De he sntures 


Accrued Liabilities 
Taxes (Including Income and Excess Profits Taxes) 
Interest . 

Other Accrued Liabilities 
TOTAL CURRENT LIABILITIES 


DEFERRED LIABILITIES UNDER GOVERNMENT CONTRACTS .............. 


FIFTEEN-YEAR, 214% SINKING FUND DEBENTURES OF UNION CARBIDE AND CARBON 
CORPORATION DUE SEPTEMBER 1, 1953, AFTER DEDUCTING SINKING FUND INSTALL- 
MENTS DUE WITHIN ONE YEAR (as above) 


ToraL LIABILITIES. ie 
RESERVE FOR POSTWAR CONTINGENCIES (See Note 6) 


CAPITAL STOCK OF UNION CARBIDE AND CARBON CORPORATION — 9,277,788 shares 
of no par value not including 136,649 shares held by the Corporation 


EARNED SURPLUG.)............... 





Notes RELATING TO FINANCIAL STATEMENTS 


1—The principles used in preparing the accompanying consolidated 
statements for the year 1942, are as follows: 
All subsidiaries that are one hundred per cent owned, and 
operate in the United States and Canada, are consolidated. 


ings of Canadian subsidiaries consolidated have been converted 
at the official rate of exchange. Other assets and liabilities of Ca- 
nadian subsidiaries consolidated were converted at the prevailing 
rate at time of acquisition or assumption. 

Foreign subsidiaries, all one hundred per cent owned, are shown 
as investments. Only that part of the income of foreign subsidiar- 


UNION CARBIDE AND CARBON CORPORATION 


7,188,300.21 52,859,165.50 
TANG 8/57 69.969.770.36 
$191,796,949.42 
$342,695,703.28 
_140,633.975.34 202,061,727.94 
$ 576,976.38 
3,392,994.42 
20,931.322.33 
802,140.52 25,703,433.65 
palettes 3,282,831.75 
specu dant ; 3,780,687.87 
eT a 1.00 
Salita kaesaihaccak $426,625.631.63 


destintiate sap SGictee es $ 17,260,557.30 


___2,058,987.38  _69,862.489.95 
cubeleaeeeeeta $ 95,881,388.25 
estes 1,717,436.60 
ssa dae ee __ 24,600,000.00 
$122,198,824.85 
Ren 10,000,000.00 
$192,879,842.43 
101,546,964.35 _ 294,426,806.78 


ies that was received during the year as dividends is included 
in income. Unaudited reports covering less than a full year indi- 
cate that the income of companies paying such dividends will ex- 
ons ceed the amount of dividends paid. 

Current assets, deferred charges, current liabilities, and earn- Affiliated companies, less than one hundred per cent but more 
than fifty per cent owned, are also shown under investments. The 
equity in the net worth of some of these affiliated companies car- 
ried in investments at $2,974,287.94 increased $1,104,965.93 be- 
tween January 1, 1938 (or date of acquisition, whichever is later) 
and the date of latest unaudited reports received. Of this increase, 
$438,921.64 is applicable to the current period. No reports are 







































$ 55,472,658.57 
10,000.000.00 
3,495,354.99 


$ 45,670,865.29 


6,958,341.00 
1,800,000.00 


$ 67,583,502.57 
220,000.00 


$426,625.631.63 








(Continued on following page) 
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UNION CARBIDE AND CARBON CORPORATION 


AND SUBSIDIARIES 





OPERATING IN THE UNITED STATES AND CANADA 





CONSOLIDATED INCOME AND SURPLUS STATEMENTS 
Year Ended December 31, 1942 


INCOME 


ITNT GOD REISS Fass coc scene ce oe aes Sah eee cccs pa abo eseav ee etn eae 


Deduct— 
Depreciation and Depletion eer tre 
Amortization 
Interest Ea) ; 
Income and Excess Profits Taxes (See Note 6) 
NET INCOME a 
(Net Income does not include Postwar Refund of 
Excess Profits Tax in the amount of $3.780,687.87) 


AMOUNT TRANSFERRED TO RESERVE FOR POSTWAR CONTINGENCIES (See Note 6) 


AMOUNT TRANSFERRED TO SURPLUS 


$138,359.,798.48 


as $ 16,726,350.63 
16,210,661.84 
892,843.11 
_66,441,220.19 _ 100,271,075.77 


$ 38,088,722.71 





6.219,312.13 
$ 31.869,410.58 


SURPLUS 


EARNED SURPLUS AT JANUARY 1], 1942.....0........cccccceseseee 


Add— 


Amount Transferred from Net Income 


Increase in Market Value of Marketable Securities at December 31, 1942 
Reduction of Valuation Reserve—Securities sold during the year 


Deduct— 
Dividends Declared 


Payments on Employees’ Past-Service Annuities Under Retirement Plan 


EARNED SURPLUS AT DECEMBER 3], 1942..000..000..0..00000.. 


(Notes continued from preceding page) 
available for 1942 for the remaining affiliated companies carried 
in investments at $995,682.86. The consolidated income does not 
include any part of the undistributed net income of affiliated 
companies. 


—The Corporation has elected to change its method of valuing in- 
ventories and determining cost of sales by the adoption of the 
“last in—first out’? method with respect to all inventories, other 
than supplies, of United States subsidiaries. Inventories, other 
than supplies, of Canadian subsidiaries have been valued on the 
“average-cost’”’ method heretofore used. The effect of the change 
has been to decrease inventories and increase cost of goods sold 
by approximately $2,270,000. As in previous years the value of all 
inventory items has been adjusted to cost or market, whichever 
lower. The amount of such adjustments was negligible. 


The Trustee of the Savings Plan for Employees holds Collateral 
Debentures of Carbide and Carbon Management Corporation se- 
cured by 178,275 shares of stock of Union Carbide and Carbon 
Corporation under plans for employees. As of December 31, 1942, 
the assets held by the Trustee amounted to $11,185,902.31 and the 
unpaid balance of amount borrowed by the Trustee in connection 
with the purchase of debentures was $1,300,000.00. Union Carbide 
and Carbon Corporation has agreed to maintain the assets in the 
Trust Estate at an amount sufficient to repay the indebtedness 





Union CARBIDE AND CARBON CORPORATION: 


We have examined the balance sheet of Union Carbide and Carbon 
Corporation and its one hundred per cent owned subsidiaries operat- 
ing in the United States and Canada, as of December 31, 1942, and 
the statements of income and surplus for the year then ended, have 
reviewed the system of internal control and accounting procedures 
of the companies and, without making a detailed audit of the trans- 
actions, have examined or tested accounting records of the companies 
and other supporting evidence by methods and to the extent we 
deemed appropriate. Except that it was not practicable to confirm 
receivables from United States Government agencies, as to which we 
have satisfied ourselves by means of other auditing procedures, our 
examination was made in accordance with generally accepted audit- 
ing standards applicable in the circumstances and included all pro- 
cedures which we considered necessary. 

Subject to the omission from income of postwar refund of excess 


AUDITORS’ 





— ; Bac iedalbenieehaasiedaeseae aes $100,539,149.97 
soos $ 31.869,410.58 
100,334.59 
2,547.29 31.972,292.46 
$132,511,442.43 
ae $ 27,833.364.00 
i 3.131,114.08 30,964,478.08 
ere Tee $101.546.964.35 
i ceceiathiaeiteiatinntiensaiie dae 


and permit the distribution of the Trust Estate to the persons en- 
titled thereto. 


4—Payments relating to years prior to July 1, 1937, were made to 
insurance companies in the maximum amounts acceptable to such 
companies to apply toward the purchase of Past-Service Annuities 
under the Retirement Plan for Employees. These payments were 
charged to surplus. Payments for the purchase of Future-Service 
Annuities were charged against income. 


5—The applicability of the War Profits Control Act and the effect, 
if any, on the financial statements have not been determined nor 
provision made therefor. The volume of direct sales to Govern- 
ment departments or agencies was small in relation to the total 
sales of the companies consolidated. 


6—Income and Excess Profits Taxes are charged against income after 
reducing such taxes by the amount of $1,111,000.00 which repre- 
sents the Debt Retirement Credit permitted under the Revenue 
Act of 1942. No deduction has been made from such taxes for the 
Postwar Refund of Excess Profits Tax in the amount of 
$3,780,687.87 and consequently this amount is not included in net 
income. The Postwar Refund and $6,219,312.13 transferred from 
net income have been used to provide a reserve for postwar con- 
tingencies. 


REPORT 





profits tax, which, we believe, constitutes a proper addition thereto, 
in our opinion, the accompanying balance sheet and related state 
ments of income and surplus present fairly the position of Union 
Carbide and Carbon Corporation and its subsidiaries consolidated 
at December 31, 1942, and the results of consolidated operations for 
the year, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year, except 
as to the method of valuing inventories and determining cost of sales 
as explained in Note 2 of notes relating to financial statements. In 
our opinion, the methods adopted for valuing inventories and deter- 
mining cost of sales are in accordance with generally accepted ac- 
counting principles. 
HURDMAN AND CRANSTOUN 
Certified Public Accountants 


New York, N. Y., March 6, 1943 
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As I See It! 





(Continued from page 621) 





elsewhere — as well as the other 
aspects that need ironing out in 
this global war. 

On the whole, this delicate situ- 
ation has been handled with con- 
siderable skill by our government 
and is bound to influence favor- 
ably Turkey and Spain, both im- 
portant strategically and _politi- 
cally at this time, for the spring 
campaigns have already been 
launched and, happily, we have 
won the first round in the diplo- 
matic exchanges. This is of the 
utmost importance since more and 
more as this war progresses do we 
realize the vital part psychology 
plays in winning battles. 

This is bound to be the decisive 
year of the war. So much human 
life and treasure have been de- 
stroyed that hostilities must be 
brought to a conclusion, and re- 
habilitation begun, before the de- 
cline goes too far. If it is to bea 
long war, as Mr. Eden says, civi- 
lization will be set back hundreds 
of years, for the continued devas- 
tation of the lands and factories 
will destroy the means of liveli- 
hood for the great masses of the 
people. 

Men do not seem to have learned 
from the lessons of history, which 
prove beyond a doubt that the 
great conflagrations of the past 
have served mankind illy. We 
hope that this time our leaders, 
witnessing this great debacle, will 
be wise enough to lay a substan- 
tial foundation for peace so that 
future generations will not have 
to endure the tragedy to which 
the people of this age have been 
subjected. Nor must the selfish 
viewpoint prevail. The times call 
for a broad humanitarian view- 
point and not for a narrow pro- 
vincial one. The call, too, for the 
kind of education that will en- 
lighten man more realistically, 
with the greatest emphasis on the 
study of man himself, especially 
should we devote ourselves to di- 
agnosing the fundamental causes 
of war and dissecting the psychol- 
ogy of the destructive leaders who 
have led us into the abyss. 

It is not an accident that the 
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conquerors from Alexander to the 
present time have been abnormal 
mentally and physically, and have 
always suffered from a sense of 
inferiority. This was true of 
Alexander, who felt himself han- 
dicapped by the prestige of his 
famous father, Phillip of Macedo- 
nia. It was true of Napoleon and 
of Hitler who sought to hurt the 
rest of mankind for the psycho- 
logical sufferings they themselves 
had endured. 

We have the chance this time 
of taking a step in the direction 
that will solve future wars. We 
can accomplish a great deal to- 
ward that end by directing men’s 
minds to humanitarian principles 
and spiritual growth, and thus 
bring about a real civilization in 
which men can adjust their affairs 
without killing each other and 
thus maintain peace in the world. 
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or lessee liability for Federal in- 
come taxes of Delaware, Lacka- 
wanna & Western leased lines is a 
distant prospect. The U. S. Gov- 
ernment has applied for orders 
in impounding and restraining the 
lessee from paying to certain les- 
sor companies that part of rental 
due, representing dividends on 
stock. In a recent decision the 
judge of the Federal District 
Court denied the Government’s 
application to restrain Delaware, 
Lackawanna & Western from 
paying the dividends on one of 
their lines. Prospects are that 
this decision will be appealed. 
Also, that application for re- 
straining orders may eventually 
include all the lessor companies. 
Since Federal income taxes 
have not been paid on net income 
of lessor companies since 1933-34, 
the upholding of restraining 
orders would absorb dividends for 
several years. Moreover, should 
a Court decision finally hold that 
lessor companies are liable for 
Federal income taxes, substantial 
inroads would occur in future 
dividend distributions on leased 
line stocks. It seems that, before 
a final court decision determining 
lessor or lessee liability for Fed- 
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eral income taxes is handed dow, f 
the Delaware, Lackawanna (ff 
Western R.R. will propose , 
securities exchange plan offering f™" 
holders of leased line company} 
stocks new securities, possibly * 
bonds, that will provide a 

annual return and reduce greatly, t i 
and possibly eliminate entirely r 
the present heavy and normal anj 4 
surtax charges on income of B00 
leased lines. An official announce. pl | 
ment of such a plan has not bea pf". 
made public, but an advance o 937 
publication of applying it woul/f™? 
appear that prices of the abor aT 
stock (Morris & Essex) has ben }?* 
discounting quite fully the inte: 
mediate risk of holding. It is ow} 
opinion that if Morris & Esse 
was not sold at higher prices, that eis r 
it be retained temporarily in af?” 
ticipation of the presentation of”? 
the securities exchange _ plan, i 
Should such a plan be announcel,f 

prospects are that speculative in- hy 























































































terest attracted to the share oul 
would afford better liquidating wis 
opportunities. sever’ 

you | 


would 


Atlantic Gulf and West Indies Cor and p 
poration recently offered to buy its om havin 
preferred stock at 44 per share. More § loss ¢ 
cently this same issue is selling at 530% took 


Atlantic Gulf and West Indies | 


the open market. Ts Proce 

I understand this is more or less Kh Ishoul 

liquidating proposition. Would you advuf 
ferrec 


at what price this stock should be disposi 
of? I own several hundred shares at 15\,f comp. 
E. EF. W., Concord, Mass. earn 





Atlantic Gulf and West Indie} —— 
Steamship Line normally oper} Wij 
ates freight and passenger steau: 
ship services along the Atlanti 
Coast southward from New Yori 
and Boston to principal ports if (¢, 
Florida, Cuba, Mexico and thf 
West Indies. However, by  thef bounc 
early part of 1942 it had with} modif 
drawn virtually all of its vesses} may \ 
from regular service and _placeif thems 
them under charter to the Unitelf ly br 
States Government. As of Decetrf sen, t 
ber 31, 1941 company and if for 
subsidiaries owned combinatioif, “Be 
passenger and freight — vesstif” 
having 61,595 gross registerilh 
tonnage, freight vessels havinjp etec 
118,232 dead weight tonnage} jdiscip 
and other floating equipment of of th 
15,566 gross registered tonnage 
Directly or through a subsidii 
it also owned terminals in Mloriify 



























and Porto Rico, and had a majo i articl 
eval 













ed dow. i : shal 
dom, Sty interest 1n terminals in Cuba. 
anna { 


Meyminal facilities in New York 
Opose iF ie leased from the city. 
offering | This company’s preferred stock 
rompanae. quoted on the New York Stock 
possibly Kxchange: bid 52; asked 53%. 
vide ay q paid $5.00 per share on this 
sreath eck in 1941 and 1942. This 
a istock is non-cumulative as_ to 
a: e Mividends and redeemable at 
$100.00 per share. No dividends 

















no . 
not Lal mvere paid on this stock from 

“164937 to 1940, inclusive. The 
vance off 





‘company operated at a deficit in 
1932 to 1939, inclusive. It earned 
44.98 on the preferred stock in 
1940 and $28.13 in 1941. How- 
ever, for the twelve months end- 
ing December 31, 1942 earnings 
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Essa declined and the company showed 
ces, $15.52 on the preferred stock as 
Bes: " compared with $32.89 for the 
7 a a same period of 1941. 
"Pill. Tt would be purely conjectural 
rounee, on our part to attempt to advise 
ative inf , . | bnek 
sharaf YU, 2t what price the  stoc 
4 rf should be disposed of. However, 
Hee T Fin view of the fact that you own 
‘several hundred shares on which 
, you have a substantial profit, we 
ndies Pvould accept part of this profit 
dies Cn and place a stop loss selling order, 
y its omp having your broker move the stop 
More +f loss order up on each point the 
| it BE stock advances in market price. 
_ Proceeds from the stock sold 
on a should be reinvested in a pre- 
» dispowig ferred stock of a representative 
s at 15,f company which has had a better 
earning and dividend record. 
t Indie 
y = Will We Have to Revalue 
> steaut: 7 
Atlante the Dollar? 
w Yorkp — 
vorts IF (Continued from page 629) 
ind. the 
by thef boundaries, gold and even some 
d with} modified form of gold standard 
vesseif may very well win a new place for 
placelf themselves. The idea was recent- 
Unitelf ly brought home by Per Jacobs- 
Decen'f sen, the Economist of the Bank 
and is for International Settlement: 
inatiof “Before 1941 it was one of the 
vessehf greatest advantages of the inter- 
national gold standard that it 











ectively ensured the voluntary 

| discipline in the monetary policy 
of the various countries without 
being necessary for their 

vereignty to be restricted.” 

To the question with which this 

majorpearticle started—Will We Have to 


Revalue the Dollar ?—there can, 
TREE e 


OMARCH 20, 1943 


is 
















overcrowded. 








“Thanks for helping” 


We are grateful for your help in difficult times. 
Here in the Bell System we have seen some 
43,000 of our people go into the armed services. 
Shortages of copper and other materials have 
made it impossible to add much-needed lines 
and equipment. 
We have been unable to install telephones for 
all who want them and many of our lines are 


Yet in spite of all this, telephone users have 
been tolerant and we have fewer complaints 
right now than at any time in the history of the 
business. Thanks a lot for understanding. 








BELL TELEPHONE SYSTEM 





of course, be no confident proph- 
esy now. We are perhaps only 
mid-way through the war; and 
the shadow of things to come in 
post-war international relation- 
ships is still very vague, indeed. 
But one thing can be said: Eco- 
nomically, the United States is by 
far the most powerful nation in 
the world; and it will emerge 
from the war with productive re- 
sources vastly greater than be- 


fore. Whatever our future role 
in world affairs, to regard it from 
this distance with fear or timidity 
would be stupid. Our national 
welfare may or may not at some 
future time call for revaluation of 
the dollar. If so, that also need 
not be feared. In the modern 
world monetary systems are, and 
will remain, the servants of pro- 
duction and commerce—not their 
master. 
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The Coming Squeeze 
—On Civilian Business 
—On Your Living Standard 





_ (Continued from page 626) 


severely rationed or virtually un- 
obtainable; and such clothes as 
are made for civilians are far 
more standardized than here. 


Part Il 


The outline of a “bedrock” 
economy as issued by WPB is 
useful to investors in that for the 
first time we have a picture of 
the minimum civilian consumer 
requirements, as Government ex- 
perts figure them. In other words 
it represents the very worst that 
need be allowed for in curtailment 
of civilian consumption—and the 
worst may not happen. ‘This 
“worst” for civilians and civilian 
industries is shown in an accom- 
panying self-explanatory tabu- 
lation. 

The most severe indicated re- 
ductions—in consumers’ durable 
goods — represent water already 
over the dam. In all goods un- 
der this grouping production for 
civilians already has either termi- 
nated or been reduced very great- 
ly; most of the makers are busy 
with war work; and stockholders 
are looking forward to post-war 
prospects, rather than back at 
yar curtailment-and-conversion. 

However, in some lines classed 
as durable, substantial further re- 
ductions in production are indi- 
cated as possible by this report— 
including furniture and floor cov- 
erings; china, glassware and 
utensils; and book publication. In 
none of these is there much pub- 
lic ownership of listed securities 
except floor coverings and glass- 
ware. In the former field there 
are large war demands now and 
they will increase; but glassware 
makers would have no equal offset. 

Note in the tabulation that 
comparison is made with actual 
1941 consumption in all cases. 
The listed percentage reductions 
from that year would in many 
cases—nearly all semi-durable 
goods and all “consumption” 
goods—be considerably greater if 
figured from the higher 1942 con- 
sumption level. The most im- 
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portant reductions, taking into 
account both scope and security 
holdings of investors, are listed 
for clothing, shoes and dry goods. 

In perishable goods minimum 
civilian needs are set at levels well 
under present production and 
consumption levels for such things 
as foods, beverages, tobacco, pro- 
prietary products, toilet prepa- 
rations, etc. Distilled liquor would 
be cut to 1 per cent of 1941 
consumption, but beer and soft 
beverages—concession to public 
“morale” — would be left at 65 
per cent of 1941. However, dis- 
tilled liquor is no longer being 
made, consumers are being sup- 
plied out of large inventories and 
the distillers are profitably busy 
making alcohol for war purposes. 

The biggest group of listed 
corporations that would be ad- 
versely affected by reduced civil- 
ian consumption — and _ most 
pervasively affected—is merchan- 
dising. These stocks are still 
holding up well in the market, 
though most have become more 
“sluggish” in recent weeks. It is 
reasoned that investors are pri- 
marily concerned with normal or 
peace-time potentialities, and can 
properly ignore the temporary 
adversities—or threat of them— 
of war-time. That sounds logical 
in principle. It would be an un- 
assailable point of view if these 
stocks were more depressed. But 
most of them have had a very sub- 
stantial recovery over the past 
ten months—and I just wonder 
how stoical and unperturbed some 
of the holders will be if and when 
adverse sales and profit possibili- 
ties become close-at-hand actual- 
ities. 

For instance, when food ration- 
ing for many large volume gro- 
cery items loomed definitely on 
the horizon, the bull market be- 
gan to leave the chain grocery 
stocks behind. All are now 12 to 
15 per cent under last year’s 
highs. They don’t look attractive 
and in my view are likely to work 
lower in time. 

In a bull market the writer cer- 
tainly will not urge long-pull in- 
vestors to sell sound _ stocks 
because of dubious or uncertain 
earnings prospects in the later 
phases of the war — but as re- 
gards most merchandising stocks 
you could well ask yourself if you 















long pull investor to be satisfig 
when your stocks lag behind th 
market in advance and drop bag| 


more than the market in reg.f 


tions. Regardless of the fact tha 
this has not heretofore been th 
case—except in the chain grocery 
stocks—I think it probably will 
become the case hereafter. 

Motion pictures, since civiliays 
must have recreation in war as iy 
peace, would be among’ the rely. 
tively favored lines in a “bed. 
rock” economy. 

I repeat that the “study” con- 
mented on here is not an official 
forecast of what to expect; and 
that it may well be that curtail 
ment will not go that far. On th 
other hand, I also repeat that cit. 
cumstances are likely to force 
in the general direction of th 
status outlined, and probably ; 
quite substantial distance towarl 
it. As a general market factor, 
it will not be important; but asa 
factor in market selectivity | 
doubt that it will be ignored. 
Cer tainly, the essentiality of you 
company’s business is something 
worth thinking about. 





Long-Term Chemical Out- 
look Optimistic 
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1941. This company is also ae 
tive in development of new lines 
particularly in the plastic field 

The high price-earnings ratio 
and low current returns  whiel 
characterize chemical issues may 
be ascribed in part to the cor 
servative dividend policies fo: 
lowed by company managements 
These are reflected in the unust- 
ally strong financial positions 
which have been built up over the 
years as a result of diverting ! 
large portion of earnings to plant 
expansion and improvement, 0 to 
research activities, and to the de 
velopment and marketing 0 
countless new products. In “th 


manner, aggregate assets have 
‘in th 
» duce 


been substantially augmented, 
and the resultant enlarged book 
values inev itably find reflection it 
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and Balance Sheets 





(Continued from page 653) 


(32.1 per cent) ; household equip- 
ment (34.9 per cent) ; soft drinks 
(24.2 per cent) ; chemicals (20.7 
per cent); oils (20.2 per cent) ; 


‘dectrical equipment (28.7 per 
cent). Barring tax rise, further 


important profit shrinkage in 
these is unlikely. 

Thanks to good profits by 
many automobile accessory com- 
panies —in contrast to General 
Motors and Chrysler—the auto- 
motive group (37 companies) 
had total profits only 6.8 per cent 
under the 1941 level. The big 
auto companies are now fully con- 
verted to war work, volume this 
year will be much bigger than in 
1942 and profits probably will be 
very substantially improved. 
Since the accessory companies 
will again have a good year, the 
important automotive group is 
one of the few in the manufactur- 
ing field which appears to have a 
good chance of substantially bet- 
tering 1942 earnings this year. 





War and Peace Prospects 
For Autos, Accessories 
and Tires 





(Continued from page 643) 


maker of valves, pistons, connect- 
ing rods, ete. According to Dow- 
Jones, production of aircraft 
parts may rise to $125,000,000 
during 1943, or 50 times the out- 
put of such items in 1939. This 
company is unquestionably des- 
tined to retain its strong position 
in the aviation equipment field in 
future years. 

No forecast of the future of 
the tire and rubber manufac- 
turers is complete without accord- 
ing full recognition to the in- 
teasingly important role played 
by synthetic rubber development 
in the operations of leading pro- 
The so-called “Big 
Four,” — Firestone, Goodyear, 
Goodrich and U. S. Rubber 


are actively engaged in such de- 
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Philip Morris G Co. Ltd., Incorporated 


$6,000,000 


Twenty Year 3% Debentures, due March 1, 1963 
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Price 10334% and accrued interest 
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velopment, while Lee Rubber & 
Tire holds a 35% interest in a 
synthetic rubber company, which 
was organized to operate a Gov- 
ernment-owned synthetic rubber 
factory. Recent progress in this 
field has been variable, because of 
materials shortages, but official in- 
dications are that production will 
be greatly expanded during the 
final six months of 1943. 

From a long range standpoint, 
improvement of processes will 
progressively reduce costs of the 
synthetic product to a point where 
favorable comparison with the 
natural commodity will be pos- 
sible. Moreover, control of the 
raw material by domestic interests 
will result eventually in greater 
stabilization of prices—in sharp 
contrast to wide fluctuations that 
have in the past characterized 
market prices for the natural 
product. The multifold operating 
advantages to result therefrom 
are self-evident. 

In the selection of securities in 
the automotive and related di- 
visions of industry, full consider- 
ation should be given to such 
dominating factors as these: man- 








agerial ability, financial strength, 
earnings record and _ prospects, 
industrial position, actual and 
prospective research develop- 
ments—all of which will have a 
determining influence upon the 
course of earnings in the years 
following the cessation of hostili- 
ties. In the automobile division, 
Chrysler and General Motors 
overshadow the field. Among the 
accessory makers, introduction of 
new products, diversification of 
outlets, and entry into new pro- 
spectively lucrative fields, such as 
aviation, find Bendix Aviation 
Corp, Bohn Aluminum & Brass 
Corp., Motor Products Corp., 
Sperry Corp., and Thompson 
Products, Inc., in an especially 
favored position. The most at- 
tractive long-time investment 
prospects among the rubber mak- 
ers include Firestone, Goodyear, 
Lee Rubber & Tire and U. S. 
Rubber; while B. F. Goodrich, be- 
cause of its erratic operating 
record over the past decade, must 
be considered more speculative in 
character, despite its aggressive 
activities in the synthetic rubber 
division of the trade. 
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20 Low-Priced Stocks for 
Large Percentage Gains 





(Continued from page 636) 


long been maintained. It paid 
$1.25 last year, against $1.50 in 
1941. Only some 6 points above 
bear market low, reaction risk 
now ought not to exceed 2 to 
21, points, while on the other 
hand eventual rise to only the 
1939 high would mean gain of 
over 50 per cent. 


Flintkote Company 


Note from accompanying price 
record that this stock made its 
bear market low as early as 1941, 
but rise from last year’s mod- 
erately higher low has exceeded 
100 per cent. Company has 
strong position in the building 
materials field, with maintenance 
and repair accounting for major 
portion of sales. Volume was at 
record high last year. New prod- 
ucts developed in past five years 
account for about half of sales 
and others are on the way, in- 


1937 1941 1942 1943 
High. 46% 16% 16% 1972 
low... 11%2 85% 9% 15% 


cluding plastics. We regard the 
post-war potential as promising. 
Meanwhile earnings are rather 
good—$2.18 last year, against 
$2.34 in 1941. Ahead of the 
818,000 shares of common are 
only 38,000 shares of 414 
cent preferred. Dividends of 90 
cents a share were paid last year 
and latest interim payment was 
’ cents a share. Current price 
s 13 points under 1939 high, 
28 points under 1937 high, while 
intermediate reaction risk from 
19 should not exceed 4 points. 





Glidden Company 


This is an unusually diversified 
business, consisting of food prod- 
ucts, soya bean products, paints 
and varnishes, chemicals and pig- 
ments. As a leading maker of 
margarine, company should bene- 
fit a the growing butter short- 
age. War- ra earnings are well 
under normal—$1.70 on the com- 
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mon for fiscal year ended last 
Oct. 31, against $3.08 the year 


1937 1941 1942 1943 
High. 512 17% 17% 20% 
Low... 19% 11 11 14% 
before. Preceding 827,000 shares 


of common are $8.6 million in 
bonds and 199,000 shares of 
$2.25 preferred. Book value is 
around $26 a share and working 
capital position is sound. Latest 
interim dividend payment was at 
rate of $1.20 a year, against 80 
cents in 1942 and $1. 50 in 1941. 
We regard the longer-term ap- 
preciation possibility as promis- 
ing and believe reaction risk from 
current level should not exceed 3 
or 4 points. 


Remington Rand 


This prominent maker of office 
equipment is now converted almost 
entirely to war work. Profits 
naturally are smaller than on 
normal business, with the result 
that net of $1.55 per common 
share was earned in 9 months of 
fiscal year period ended with last 
Dec. 31, against $2.25 for the 
corresponding previous period. 
Paid 85 cents in dividends last 
year, slight increase over 1941, 
and has voted total of 50 cents 


1937 1941 1942 1943 
High . 29% 10% 13 14% 
Low... 8% 72 7s 12 
so far this year. Under active 
peace-time conditions, judging 


by past record, company is 
capable of earning between $2.50 
and $3 a share. There is sub- 
stantial leverage in the common, 
since the 1,743,000 shares are 
preceded by $18,352,000 in bonds 
and 184,932 shares al $4.50 per- 
ferred stock. The stock has merit 
for the pull, but having virtually 
doubled from last year’s low and 
risen moderately this year, it is 
probably subject to moderate 
interim reaction. 





UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held March 11, 
1943, declared a dividend for the first quarter of the 


year 1943 of 50c a share on the Common Stock of 
Underwood Elliott Fisher Company, payable March 31, 
1943, to stockholders of record at the close of business 


March 22, 1943 
Transfer books will not be closed. 
C. S. DUNCAN, Treasurer. 

















What Is the Present 
Undertone Condition 
of the Market? 


We factually measure the effect o 


WW SELLING 
RUER “ ESSUME 


he forces controlling trends! 


We tabulate the price-change-volume 
action of ALL round lot issues traded. 
This factual information is generally 
of interest to serious-minded and 
experienced investors. 

We will be pleased to furnish you 
our latest report covering the present 
situation. 

Write for Report M-11. 
$1.00 to cover costs. 

LOWRY and MILLS 
250 Park Ave., New York, N. Y. 
Publishers, Price-change-volume tabulations. 


Send 


Daily releases from 
New York, Chicago, Los Angeles. 

















Investment Counselling 
To Be Revolutionized 


We have developed and tested a new 
plan of personal investment supervision. 
This exclusive plan provides greater ac- 
curacy and more timeliness at very low 
cost. It may revolutionize investment 
counsel practice and procedure. For 
further details write, on your business 
stationery, to Dept. M, 


Babson's Reports Incorporated 


ROGER W. BABSON, Chairman 
Babson Park, Mass. 





DIVIDEND NOTICES 





LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" 
March 2, 1943 


HE Board ot Directors on February 26, 
1943 declared a dividend at the rate of 
50c per share on the outstanding Common 
Stock of this Company, payable on the 31st 
day of March 1943 to stockholders of record 
at the close of business on the 19th day 
ot March 1943. Checks will be mailed. 
DAVID BERNSTEIN, 
Vice President & Treasurer 








UNITED FRUIT COMPANY 
Dividend No. 175 
A dividend of fifty cents per share on the 
capital stock of this Company has been 
declared payable April 15, 1943, to stock- 
holders of record at the close of business, 


March 18, 1943. 
LIONEL W. UDELL, 
Treasurer. 





The Western Union Telegraph Co. 
New York, March 9, 1945 
DIVIDEND NO. 264 

A dividend of 50 cents a share on the cap- 
ital stock of this company has been declared, 
payable April 15,1943, to stockholders of rec- 
ord at the —- of business on March 19, 1943. 

G. K. HUNTINGTON, Treasurer, 
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Ferro Enamel Corp. 


Company is largest manufac- 
turer of vitreous porcelain 
enamel, sold to makers of refrig- 
erators, washing machines, sinks, 
signs and many other products; 
also sells ceramic equipment and 
~ supplies. Management is aggres- 
sive in developing new products, 
including color oxide and a new 
liquid plastic. Due to war-time 
operating handicaps — despite 
some war work—1942 net, not 
yet reported, is expected to be 
scarcely more than $1 a share, 
against $2.14 in 1941. As in- 
dicated by such years and 1936, 


1937 1941 1942 1943 


High . 47% 16 1442 15 
Low.... 15 8/4 77% 127% 


1937 and 1939, company under 
reasonably active peace condi- 
tions can earn $3 a share or 
better. Aside from nominal 
bonded debt, capitalization is 
only 223,000 shares, giving sub- 
stantial earnings leverage on 
sales expansion. Working capi- 
tal position appears adequate. 
Dividend was 75 cents last year, 
against $1 in 1941. We regard 
this stock as a highly promising 
speculation for the pull, though 
we think it should be subject to 
a moderate degree of reaction, 
perhaps 2 points or so, consider- 
ing previous rise to date. 


Rustless Iron & Steel 


This stock is near top range of 
the past five years and only mod- 
erately under its 1937 high, but 
the apparent inference is decep- 
tive, in our opinion. It was a 
Curb issue in 1937 and, with few 
exceptions, “secondary” stocks on 
the Curb command much lower 


price-earning ratios than on the. 


Stock Exchange. Also, as a lead- 
ing factor in new stainless steels, 
this is a “growth” enterprise. 
For instance, sales in 1939, be- 
fore the war impetus was felt, 


1937 1941 1942 1943 
High . 1734 14% 13% 15¥2 
Low... 5 8Y4 7 115% 


were some 50 per cent larger than 
in 1937 and net of $1.13 for that 
year compared with only 77 
cents in 1937. In 1941 net was 
$2.42 a share. For 1942, net in- 
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come was equal to $2.76 per share. 
Dividends of 75 cents were paid 
last year. Subject to moderate 
interim reaction, we consider this 
a promising speculation for the 


pull. 
Socony-Vacuum Oil 


This is one of the largest and 
strongest of the integrated oil 
companies and the stock is an 
equity of exceptional “quality” 
in so low a price range. It is low 
because there are 31,178,000 
shares of the stock outstanding. 
While a slow mover on a short- 
run basis, for the pull it is an 
issue promising very substantial 
percentage appreciation. Witness 


1937 1941 1942 


High . 23% 10% 10% 
Low... 13 7V¥2 «6% 


1943 
12% 
10% 


the fact that it advanced about 
100 per cent from last year’s low 
to recent high. There is lee-way 
for rise of nearly another 30 per 
cent between current price of 
11%4 and the 1939 high, while 
the 1937 high, if matched, would 
mean gain of about another 100 
per cent from here. That, of 
course, will take time. Mean- 
while we would consider 2 points 
as a severe reaction in this equity. 





For Profit and Income 





(Continued from page 655) 
These Low-Priced Stocks 


NYSE President Schram’s 
well-worded warning about recent 
speculation in low-priced stocks 
was also well-timed. Mr. Schram 
did not make any statement to the 
effect that all low-priced stocks 
are of doubtful value because he 
knows this is not the case. All he 
said was that those who buy low- 
priced stocks should know what 
they are purchasing, and that 
every good brokerage house has 
the facilities where they can find 
out. 

This column in the past has 
stressed that some of the low- 
priced utilities are nothing but 
“hopes” and the same may be said 
with even greater emphasis about 


some of the very low-priced rajjg. 

such as Seaboard Air Line, New 
Haven, Chicago North Western, 
Chicago, Milwaukee, St. Paul and 
Pacific, Western Pacific pre. 
ferred, etc. The “hope” about 
the shares of receivership rail- 
roads centers around the possj- 
bility that the Supreme Court 
may upset some of these reorgani- 
zation plans which give no con- 


. sideration to the chenks and that 


new plans will give them sub- 
scription rights or new common 
stock on a scaled down basis. It 
seems a rather forlorn hope, even 
if the plans are upset, but the 
possibility cannot be denied. We 
would feel lots better if readers 
of this column would play poker 
instead of buying such paper. 
There are some _ meritorioy 
low-priced equities, however. We} 
have previously suggested Fan 
steel, Warner Brothers Picture, 
Erie, W. B. Jarvis and a number 
of others. Stocks like Consolr 
dated Oil and Soconyaaa 
are of investment grade as high 
or higher than some other i issues 
which sell as high as $100 a share 
They are only smaller fractions 
of ownership than those issues. 


Royal Typewriter's Earnings 


Royal Typewriter’s earning 
for the year ended July 31, 19% 2, 
when the company was makigj 
typewriters, were $8.23 a sha 
and the company paid a substat 


tial EPT. In the six mon 
ended January 31, 1943, how 
ever, only 16 cents a share ¥ 
earned against $4.28 a share it 
the corresponding period of # 
previous fiscal period. Probablj 
the net for the second half of 
fiscal year, now that conyersi 
to war work is nearly complet 
will be higher; but there is a pat 
sibility that the company will 
a refund of part of the EPT pail 
last year under the carry-bad 
provisions of the EPT law. I 
may be a good time to buy tf 
high- -quality office  equipmel 
issue which has been paying 
a share through distribution 6 
only about half of net. The post 
war outlook for the typewrt 
business is excellent, and Roy 
is one of the best managed of 
typewriter companies. 


THE MAGAZINE OF WALL S'TREE 








